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FOREWORD

The Oregon School Bond Manual provides guidelines for school district personnel and attorneys in the
issuance and sale of school district bonds. Purchasers of school bonds rely on the recommendations of
accredited bond attorneys, who render opinions regarding the legality of bond issues offered for sale.
This manual is designed to assist school districts in complying with state statutes regulating the issuance
of school bonds, to assure that bond counsel opinions may be favorable.

The first edition of this manual was published i 1968 as successor to Manual for Issuance of Bonds of
School Districts of the State of Oregon, published by the State Treasury Department. This 1991 edition
includes applicable statutes enacted through the 1991 legislative session. The assistance of those who
gave of their time and experience in preparing this publication, ar well as previous editions, is greaty
appreciated. Phil Rice, Director of School Business Services, and Al Shannon, Coordinator of the
Department's Office of School Business Services coordinated the preparation of this Seventh
Edition. For more information, call (503) 378-8142.

Norma Paulus
State Superinu .ident
of Public Instruction
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DISCLAIMER

We have used our best efforts to provide the most accurate informaticn and
materials for your use and guidance in planning for and issuing school district debt. However,
we make no warranty or representation as to the accuracy and completeness of such information
and materials provicied in this manual.

Nothing in this manual can substitute for the advice of a duly appointed school
counsel or bond counse] on any procedure or tramsaction that involves the issuance or
administratioa of school district debt. Only the advice of an attorney who is legally authorized
to advise a school district offers legal protection against the personal liability of district officials
who take action on financial matters of the district.

Oregon Department of Education
Ater Wynne Hewitt Dodson & Skerritt
Seattle~-Northwest Securities Corporation
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IMPORTANT STEPS IN SELLING GENERAL OBLIGATION BONDS

1. Select and retain recognized Oregon bond counsel from the list
provided by the Debt Management Division of the State Treasurer's
office, in consultation with school district's general counsel.

2. Select and retain a financial advisor or investment banker to assist
with the planning and authorization.

3. Determine role of citizen advisory committees early in the process.
4. Determine size of the issue:
a. Allow for construction costs, including:

1) Architect's fee;

2) Land costs;

3) County/city permits and fees;
4) Furnishings and equipment; and
5) Building construction costs.

b. Allow for underwriting discount, if applicable.
C. Allow for all bond issuance costs and fees including:

1) Bond counsel;

2) Financial advisor;

3) School attorney;

4) Disclosure document and bond printing costs;

5) Registration and principal and interest paying costs; and
6) Bond insurance premium, if applicable.

5. Adopt resolution authorizing the election and ballot title:

a. Be sure bond counsel, the school attorney and the financial
advisor review the resolution and ballot title before adoption.

b. Designate whether issue is outside Measure 5's limits.
Determine if debt to be incurred is for capital construction or
capital improvements.

c. Use language that provides flexibility indicating in general
terms the:

Q (0
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1) Maximum life of the issue (e.g., rot exceeding 30-
year maturity);

2) Maximum par amount of issue (e.g., not exceeding
$5,000,000); and

3)  Purpose of the issue (flexible).

6. When estimating the dollar amount and tax levy, include an estimate
for uncollected taxes and include a reserve adequate to cover debt
service in the next fiscal year.

7. Be sure to budget for the bonds in a:

a. Capital Improvement Fund to expend the bond proceeds on
the projects and to collect the earnings on the investment of
proceeds. If earnings are planned to offset the debt service
levy, there must be a transfer from this fund to the Debt
Service Fund. Be very consurvative on any estimate of
earnings. It is usually more advisable to use earnings to
supplement contingency for construction, and after construction
is completed use any surplus to offset debt service levies.

b. Debt Service Fund to pay the principal and interest. Be sure
to have a "carry-over" for the next fiscal year's first payment,
since it will occur prior to the collection of taxes.

FOR EXAMPLE: Bonds are dated October 1, 1991.
Fiscal Year 1991-92 Budget must contain:

April 1, 1992 First interest payment.
October 1, 1992  Principal and second interest payment.

(NOTE: October is in fiscal year 1992-93 but must be
budgeted in 1991-92)

Be sure that the first year budget levies enough taxes to meet
the total payments AFTER uncollected taxes at the worst
possible level.

(x)
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IMPORTANT STEPS IN SELLING
TAX (AND REVENUE) ANTICIPATION NOTES

1. Select and retain recognized Oregon bond counsel from the list
provided by the Debt Management Division of the State Treasurer's
office.

2. Select and retain an underwriter or bank to sell tax (and revenue)

anticipation notes ("TANs") or ("TRANSs").

3. Financial advisor or underwriter helps prepare cash flow projection
showing maximum cash flow deficit plus next month's anticipated
expenditures (See Appendix A).

4. Sizing, in addition to maximum cash flow deficits during fiscal year,
plus expenditures in the months following the month in which the
deficit occurs:

a. Allow for underwriting discount, and
b. Allow for all TANSs issuance costs and fees including:

1) Bond counsel;

2) Financial advisor;

3) School attorney;

4) Disclosure document and TANs printing costs, if any;
5) Registration and principal and interest paying costs; and
6) Bond insurance premium, if applicable.

5. Adopt resolution authorizing the TANS:

a. Be sure bond counsel, the school attorney and underwriter
review the resolution before adoption.

b. Use language that provides flexibility indicating in general
terms the:

1) Maximum effective rate of interest the notes shall bear
(e.g., 7% - will vary depending on market conditions);

2) Manner of sale (¢.g., competitive or negotiated);

3) Maximum underwriting discount, if any, (¢.g., 1.5% -
will vary depending on market condition);

4) Terms and conditions by which the TANs, may be
redeemed prior to maturity, if applicable (e.g., 6 month
prepayment option);

(xi)
LS
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5) Maturities of the TANs, which shall not extend beyond
the end of the fiscal year in which the borrowing takes
place (e.g., June 30 of current fiscal year);

6) Form and denominations of the TANs (c.g., registered
form and in $5000 denominations); and

7 All other terms and conditions related to the sale of the
TANs such as maximum principal amount (g.g.,
$5,000,000).

6. Be sure to budget for the TANs in a Debt Service Account used
solely to pay the principal and interest on the TANs. Deposits to the
account shall be according to a schedule which requires that not less
than 100% of each distribution or payment of property taxes which
is received by the district be placed in the account until sufficient
amounts are on deposit to pay the TANs when due.

FOR EXAMPLE: TANs are dated July 1, 1991.
Fiscal Year 1991-92 Budget must contain:

June 30, 1992 Principal and interest payment.

o (xii) 1 4
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IMPORTANT STEPS IN A LEASE-PURCHASE OR COP FINANCING

1. Select and retain recognized Oregon bond counsel from the list
provided by the Debt Management Division of the State Treasurer's
office.

2. Select and retain a financial advisor or investment banker to assist

with the planning and authorization of a lease purchase and/or
certificates of participation ("COPs") financing,.

3. Sizing, in addition to construction and acquisition costs (including
land, permits and fees, architect's fee, etc.):

a. Allow for underwriting discount, if appropriate.
b. Allow for all issuance costs and fees including:

1) Bond counsel;

2 Financial advisor;

3)  School attorney;

4) Disclosure document and certificate printing costs;

5) Escrow, if any, registration and principal and interest
paying costs; and

6) Bond insurance premium, if applicable.

4. Adopt resolution authorizing the lease~purchase agreement, escrow
agreement and purchase agreement, if any:

a. Be sure bond counsel, the school attorney and the financial
advisor review the resolution before adoption.

b. Use language that provides flexibility, indicating in general
terms:

1) Maximum term of lease-purchase agreement (e.g., not
exceeding 15 years);

2) Maximum amount of lease-purchase and COPs (e.g.
not exceeding $5,000,000);

3) Purpose of the issue (flexible but different statutes must
be followed for real and personal property);

4) Execution and delivery of lease-purchase and related
agreement by the appointed official; and

5) Maximum interest rate (¢.g., not exceeding 10% - will
vary depending on market).

C. Delegate anthority to appropriate district official.

(i),
Q V)
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5. When estimating the  dollar amount, include an estimate for
uncollected taxes and include a reserve adequate to cover debt service
in the next fiscal year.

6. Be sure 1o budget for the lease~purchase agreement or COPs in a:

a. Capital Improvement Fund to expend the COP proceeds on
the capital projects and to collect the earnings on the
investment of proceeds. If eamings are planned to offset the
debt service requirements, there must be a transfer from this
fund to the Lease Payment Account. Be very conservative on
any estimate of earnings. It is usually more advisable to use
earnings to supplement contingency for construction, and after
construction is completed use any surplus to offset debt service
levies.

b. Lease Payment Account to pay the debt service requirement.

Be sure to have a "carry~over" for the next fiscal year's first
payment, since it will occur prior to the collection of taxes.

FOR EXAMPLE: COPs are dated October 1, 1991.
Fiscal Year 1991-92 Budget must contain:

April 1, 1992 First interest payment.
October 1, 1992  Principal and second interest payment.

(NOTE: October is in fiscal year 1992-93 but must be
budgeted in 1991-92)

(xiv)
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SECTION 1L

INTRODUCTION TO
OREGON SCHOOL DISTRICT INDEBTEDNESS

A. Overview of Bonded Indebtedness:

School districts, like other municipal corporations, often need to finance
capital improvements which are too expensive to be paid for from cument operating
budgets. Districts may also need to borrow money to make up for timing mismatches
between the receipt of funds and required expenditures. In both cases, school districts

. may need to borrow money from financial institutions and individuals through the

issuance of bonds and notes. This edition of the Oregon State Department of Education
School Bond Manual is intended to assist school district boards and staff in accomplishing
these borrowings in as efficient and cost-cffective manner as possible.

This manual will deal with the three primary types of Oregon school
district borrowings: general obligation bonds, tax and revenue anticipation notes and
lease~purchase financings including certificates of participation. Each of these types of
borrowings is covered separately in "¢ text. Also included in the manual is information
regarding tax treatment of interest on the debt obligations, ratings and bond insurance,
securities law concerns and other topics. Consideration will be given to the effects of
Measure 5 on each type of school district borrowing. Finally, the manual includes a
discussion of Oregon local budget law as it relates to debt issuance. Appendices include
relevant statutes (as of the date of this publication), lists of required documents and some
sample documents dealing with school district borrowings. Detailed descriptions of each
type of school district borrowing follow this introduction but brief dcscriptions of each
may be useful to those looking for a general understanding of the various types of school
district borrowings.

General Obligation Bonds.

General obligation bonds are approved by a district's voters and allow a
district to borrow money which is to bc repaid from an unlimited tax on all property
subject to taxation within the district. Because of the unlimited nature of this tax,
investors view general obligation bonds as the most secure of all debt instruments and are
therefore willing to accept lower rates of interest than are usually available with other
forms of long~term borrowings. General obligation bonds are typically used to finance
the construction or acquisition of major capital items over a long period of time.

Tax (and R ) Anticipation Notes.

School districts may have a temporary mismatch between the receipt of
operating funds, whether from the State of Oregon or the receipt of lucal property taxes,
and their need to expend those funds for district operations. In these cases, both state and
federal tax law allow districts to borrow on an interim basis. Such cash-flow borrowings
are known as tax (and revenue) anticipation notes and are increasingly used by Oregon
school districts as well as other local governments. Such note issues are commonly
referred to as (TANs or TRANS) (tax (and revenue) anticipation notes) and are limited by
state law to not more than 80% of a district's general fund resources in any particular
year. The notes must be paid by the end of the fiscal year in which they are issued.

: -1-17



Lease—Purchase/COPs.

School districts may also borrow money for capital needs through lease-
purchase or similar agreements. A lease-purchase agreement may be used to pay the
costs of acquiring equipment, constructing buildings or for maintenance and renovation
costs. Frequently, a district may divide a lease-purchase agreement into smaller units
known as certificates of participation or "COPS." This is usually done because the
smaller units are attractive to a broader range of investors. This will enable a district to
obtain better interest rates than may be available through the sale of a lease—purchase
agreement to a single investor. A district does not need the approval of its voters ¢ enter
into a lease-purchase agreement. Lease—purchase agreements and certificates of
participation are payable from the district's general fund but, because no voter approval
has been obtained, are not secured by the ability to levy additional property taxes to make
the lease payments. This causes investors to view lease~purchase agreements and
certificates of participation as less secure than general obligation bonds and merss that
a district will pay somewhat higher interest rates than would be the case with general
obligation bonds. Nonetheless, this type of financing may be very useful to a district that
needs to borrow relatively small amounts of money.

Tax-Exemption.

In using the materials in this manual, districts should be aware of the
importance of meeting not only state law but also federal tax law requirements. A
distinguishing feature of school district debt is that, if properly structured, the interest on
that debt is not subject to federal income taxation or State of Oregon personal income
taxation. It is this feature that enables school districts to borrow at lower rates of interest
than are available to individuals or private businesses. This is particularly true in Oregon
because of the existence of a relatively high state income tax which creates strong local
investor demand for Oregon tax-exempt obligations. However, the federal tax law
provisions dealing with this tax exemptior are extremely complex and must be conformed
to if the exemption is available. It is vitally important, therefore, that districts considering
the issuance of debt consult with recognized bond counsel very early in the process.

The Financing Team Roles.

Although the role of bond counsel and other members of a district's
financing team are discussed in this introduction and in the context of each type of
financing, brief introductions may be useful. The roles and levels of participation of
school board members, superintendents, business managers and other staff and school
attorneys will vary from district to district. The respective roles of bond counsel,
underwriters, financial advisors, paying agents and others may be less obvious but are
critical to the successful completion of a debt financing.

Bond counsel is a nationally recognized attorney or firm of attorneys that
specializes in local government debt law. Bond counsel provides two primary
services in completing a debt financing. First, bond counsel ensures that all state
and federal tax law requirements are met. These have become increasingly
detailed and complex over the last few years and specialized expertise is required
to comply with them. Second, bond counsel will provide an opinion to the
purchasers of a district's debt that the debt is valid and binding and that the
interest on that debt is exempt from federal income taxation and Oregon personal
income taxation. 'nvestors will not purchase school district debt if such an
opinion is not provided.

An underwriter is a securities firm or a bank that purchases debt from a district
and either holds that debt as an investment or resells thc debt to investors. In the

-2-



latter case, an underwriter cts as a intermediary between a district and the
investors in the public debt markets. An underwriter will be involved in the sale
of a district's debt regardless of whether the debt is sold competitively or the sale
is negotiated. Some underwriting firms also provide financial advisory services
for competitive and negotiated sales while others may not.

Financial advisors are ind: /iduals or firms that have expertise in the issuance of
Jocal government debt. Financial advisors may offer only advising services or
may be a division within a firm that also provides underwriting services. A
district may wish to hire a financial advisor to give it advice on the structuring
and issuance of debt.

A paying agent provides a number of services to a district that has issued debt.
It will make principal and interest payments to the investors who have purchased
the debt securities. It will, in its role as registrar, keep track of the owners of the
district's debt and transfer ownership interests. It may also, if printed bonds are
used, issue those bonds to the debt owners. While counties used to perform the
paying agent function, the markets now demand that the paying agent is usually
the corporate trust department of a major commercial bank.

This overview is intended as only a very brief description of some of the
topics covered in the remainder of this manual. The manual should be consulted in detail
in making a decision to issue debt and in deciding what type of debt is most appropriate
for a particular district's financing needs. A district should also seek expert advice early
in the financing process so that costly and time cunsuming errors can be avoided.
Assistance can be obtained from the staff members of the Office of School Business
Services at the State Department of Education as well as from qualified bond counsel,
financial advisors and underwriters. Generallv, bond counsel, underwriters and financial
advisors are paid only if bonds are actually issued. Therefore, districts may retain those
professionals without incurring large expenses.

B. Members of the Financing Team and their Roles:

The financing team generally includes the school board, the
superintendent, the business manager, clerk or deputy cletk, the school attomey, bond
counsel, the financial advisor, the underwriter and the bond registrar and paying agent (the
"Financing Team"). We have listed the duties and responsibilities of each team member
as they apply to financings in general and, under specific financing headings in this
manual, have included additional duties and responsibilities as they relate to that type of
financing. The descriptions are not intended to be all-inclusive and additional duties may
arise during the process of completing a financing. There are often instances where tasks
are shifted from one Financing Team member to another.

School Board.

The board must make the major policy decisions related to any financing.
The key component of the policy decision is the resolution(s) that authorizes the financing
and sets the general terms of the transaction. Whether the board is involved in a more
detailed role or prafers to delegate the authority to authorized district officials is a matter
of preference that will vary from district to district. Whether actively, or through
delegation, the board:

* Prepares, or directs to be prepared, a long-term: capital construction and
improvement plan for the district;

-3 -
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¢ In consultation with members of the Financing Team, determines the
district's funding needs;

* If ORS 328.205(2) applies to the school district, makes application to the
School Standardization Section of the Oregon Department of Education
for approval of any proposed bonded indebtedness; (See OAR 581-23-
060, Appendix D)

* If the district is newly formed or consolidated, provides to bond counsel
the written opinion of the school attorney approving the legality of the
formation or consolidation of the district;

* Adopts a resolution (prepared by bond counsel) authorizing the issuance
and sale of the bonds, including classification of indebtedness (subject to
or not subject to Measure 5's limits); if the bonds are to be sold by
competitive sealed bid, approves the notice of bond sale to be published
as provided in ORS 287.024; if the bonds are sold by negotiation pursuant
to ORS 287.028, authorizes execution of the bond purchase agreement
submitted by the underwriter;

¢ Within 15 days after adoption of the authorizing resolution, causes notice
of the authorizing resolution classifying the bonded indebtedness as
"exempt" to be published; (The 60-day challenge period begins on the
resolution adoption date.)

* If a competitive scaled bid sale, within four hours of the bid opening, act
upon the bids received, cither awarding the sale of the bonds to the
successful bidder or taking other action; bond counsel will provide a form
of resolution; and

. Within seven business days after the bond sale date/bond purchase
agreement execution, causes signed copies of the final official statement
to be delivered to the underwriter.

Superintendent.

As chief executive of the district, the superintendent is ultimately
responsible for implementing the major policy decisions related to a financing. Depending
on the size and administrative structure of the district, the superintendent may play an
extensive or almost absent role in the details of the financing process. The superintendent
directly or through delegation:

. Selects and retains bond counsel and a financial advisor from these
specialists recommended by either the State Treasurer, the Oregon
Departraent of Education, the school attorney, or the business manager and
obtains board approval for those selected;

* Carries out the board's decisions and instructions;

* Works with the school attorney, bond counsel, the financial advisor, the
underwriter and the business manager through the prelim: uy debt
analysis and structuring, the election process, if required, and upon voter
approval of general obligation debt, the authorization, sale, execution and
delivery of the bonds;
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Provides the required disclosure information for the preliminary and final
official statement to the financial advisor or underwriter;

Considers and make. _ecision regarding buying bond insurance for the
bonds;

If a rating is deemed desirable, provides all information required by the
rating agencies, including making a presentation to the rating agencies in
New York or San Francisco if required, and responding to all inquiries
of the rating agencies during the life of the bonds;

If a competitive bid sale, attends (or the business manager attends) the bid
opening, reviews the bids received with bond counsel and the financial
advisor, contacts the district board and recommends the action to be taken
on the bids received (the board must take action within four hours);

If a negotiated sale, approves pricing of bonds, and executes and delivers
or appoints a designee to execute and deliver a bond purchase agreement
to the underwriter;

Provides to bond counsel all requested closing documentation;
Executes the bonds by manual or facsimile signature;

Attends the closing of the bond issue, executes the required closing

documents and accepts receipt of the bond proceeds, or appoints a
designee to do so.

Business Manager/Deputy Clerk.

In many districts, the business manager or deputy clerk is often the key

district officiul in managing the details of the bond issue and acting as a liaison with the
rest of the Financing Team.

Works with the Financial Team through the peeliminary debt analysis and
structuring, the election process, if required, and upon voter approval, the
authorization, sale, execution and delivery of the bonds;

Selects, with approval of the board a registrar and paying agent for the
bonds pursuart to ORS 288.570 to 288.590 (see Appendix C), ORS
328.240 (see Appendix C) provides that the county treasurer serve as
paying agent for the district's bonds, however, the county treasurer may
enter into agreements with financial institutions to serve as paying agent
and registrar. It is required to have the registrar and paying agent be the
same entity for all outstanding debt issues of a school district,

Determines the structure of any proposed debt consistent with sound
financial management and planning of the district, and determines the
timeline for the financing and the acquisition and construction of the
proposed project;
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* Directs budgeting for debt service for the specific bonded indebtedness
and obtains school board approval (See, Section VII, Local Budget Law),

¢ Provides to bond counsel specimen signatures of the authorized officials
for printing on the bonds;

* Reviews and approves the bond certificate proof to bond counsel;

* Directs establishment of funds for the deposit of bond proceeds and directs
the payment of debt service;

* Executes the bonds by manual or facsimile signature;

* Monitors expenses and directs payment of publication, printing, legal fees,
and other bond issuance costs from bond proceeds;

* Directs the use and investment of all funds related to the bond issue in
accordance with federal regulations, which includes calculating and paying
rebates, if any, during the life of the bonds;

* Monitors the outstanding debt of the school district for possible debt
service savings through refunding or early payoff.
School Attorpey.

While bond counsel will provide the key financing documents and forms
of resolutions, the district's local attoney often plays a vital role in ensuring that the
district remains in compliance with local laws rclating to meetings, filings and other
official district actions related to the financing.

* Provides legal counsel to the board, the superintendent and the business
manager, clerk or deputy clerk; however, does not act as bond counsel;

* With the assistance of bond counsel, monitors the bond election, if any,
bond issuance and bond sale process,

* Monitors board meetings to insure compliance with public meeting laws
and compliance with the school district's procedures;

i Provides disclosure information as requested to the financial advisor or
underwriter for the preliminary and final official statement (Section VII,
Securities Law (Disclosure));

* Works with the Financing Team toward a successful closing of the bond
issue for the school district.

Bond Counsel.

Bond counsel is hired by the district specifically to ensure that the bonds
are issued in compliance with applicable laws and procedures; however, bond counsel
plays a role separate from that of the school attorney. Following are specific duties bond
counsel performs, including:




Assinis the school district in determining which financing options will
benefit ¢ ~ district as well as comply with the federal tax laws to ensure
tax exemp.icn;

Assists the school district in preparing for a general obligation bond
clection and, with the assistance of the school attorney, monitors the
election process;

If an interim financing option is selected, prepares documentation for and
directs any such financing (see, Section I, paragraph H, below);

In consultation with the Financing Team drafts and provides a form of
authorizing bond resolution for the district's consideration, approval and
adoption;

If a competitive sealed bid sale and upon adoption of the authorizing bond
resolution, arranges for publication of the notice of bond sale;

Provides to the financial advisor tax exemptxon language and bond
counsel's form of legal opinion for, and reviews and comments on,
portions of the preliminary and final official statement;

Prior to a competitive bid sale, prepares and provides to the school board
for adoption within four hours after the bid opening, a form of resolution
accepting the successful bid;

For a competitive bid sale, attends and directs the bid opening, held as
published in the notice of bond sale; determines if the bids submitted
conform to the rules and constraints of the notice of bond sale, and with
the financial advisor, identifies the bidder offering the lowest interest cost
to the school district in accordance with the notice of bond sale;

Maintains contact with the purchaser of the bonds and the financial
advisor regarding bond payment and bond delivery procedures;

Arranges to have bonds printed or otherwise prepared in a manner
satisfactory to the school district, the underwriter and the bond registrar;

In the case of book—entry-only depository of the bonds, prepares a letter
of representations for signature by the district and the bond registrar and
addressed to The Depository Trust Company ("DTC") or other securities
depository, and coordinates the delivery of the letter of representations and
preliminary official statement to DTC's general counsel a':d underwriting
department at least 10 days prior to closing;

Prepares closing documents, including a non-litigation certificate, non-
arbitrage certificate and the Internal Revenue Service information filing
for execution by the authorized school district representative;

Assembles and reviews the bond sale transcript documents to confirm and
ensure the legality of the proceedings;

Coordinates the delivery of the bonds and the receipt of the bond
proceeds;

Schedules and attends the bond closing with the Financing Team;
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Determines that bond registration requirements have been met;
Issues bond counsel's approving legal opinion;

Prepares and distributes trans-ripts of the proceedings to the Financing
Team.

Financial Advisor.

Unlike other Financing Team members, the roles of financial advisor and

underwriter are often interchangeable, depending on the type of sale the district chooses
to utilize. The following description of financial advisor role assumes a competitive sale.
In a negotiated sale, the staff of the underwriter may assume some or all of these advisory
responsibilities. Specifically, the financial advisor:

*

In consultation with the Financinig Team, prepares recommendations on
bond issue structure, timing and method of sale;

Provides estimates of tax rate impacts of proposed debt structures for
general obligation bonds;

If a competitive bid sale, prepares the preliminary and final official
statement in consultation with the Financing Team;

If a preliminary official statement is prepared, delivers preliminary official
statement to State Treasurer for approval; assures that the preliminary

official statement is available to State Treasurer, bidders/bond purchaser
and investors not later than 14 calendar days before the scheduled bond
sale date, or if a negotiated sale, the date of signing the bond purchase
agreement;

Recommends and assists the district in evaluating the need for a rating
and, if a rating is sought, develops a ratings strategy. Examines the
feasibility of bond insurance;

Develops bid specifications for use in the official notice of sale;

With the assistance of bond counsel, advises the district on financial
implications of arbitrage rebate rules;

If requested and as necessary, assists the district in evaluating proposals
from other service providers including but not limited to bond printers,
paying agents, official statement printers and escrow agents;

Evaluates bids for the bonds at the bid opening. Recommends acceptance
of bid;

Prepares and distribute the closing memorandum detailing timing and
funds transfers at closing;

Works with Financing Team to prepare necessary closing documents.
Finalizes and arranges for delivery of final official statement;
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* Assists in closing the transaction.

Underwriter.

The underwriter is an investment bank or a commercial bank that
purchases the bonds from the district and then resells the bonds to investors in the bond
market. The underwriter may purchase the bonds via bid at a competitive sale or through
direct negotiation with the district. As noted above, in a negotiated sale, the underwriter
may also perform some or all of the duties performed by a financial advisor.

* If a nsgotiated sale, structures and sizes the issue and confers with the
Financing Team,;

* If a negotiated sale, prepares the preliminary and final official statement
in consultation with the Financing Team,

* Examines feasibility of obtaining a rating and bond insurance;

* If it is determined that a rating is appropriate and cost effective, contacts
rating agencies on behalf of the district and assists the district in obtaining
a rating on the bonds;

* Establishes a marketing program and based on pre-marketing of the issue
and market conditions, schedules the offering and pricing;

* After pricing, finalizes the bond purchase agreement for execution and for
approval and execution by the school board;

* In a competitive bid sale, responds to the published notice of bond sale
and submits its sealed bid and good faith check to purchase the bonds
from the school district;

* Provides to the school district, bond counsel and the financial advisor its
reoffering prices of the bonds to the public (investors);

* In a competitive bid sale, provides any information required by the
financial advisor for the final official statement,

* Provides bond delivery instructions to the bond registrar, with copies to
the other members of the Financing Team,

* A representative of the underwriter attends the bond closing, arranges for
transfer of funds and ensures that payment for the bonds, including
accrued interest, if any, has been made and received, and executes a
receipt for the bonds and other documentation required for the transcript
of proceedings.

N
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Registra/Pavine Agent.

The registrar/paying agent serves two roles: first, as registrar, keeps the

official records relating to ownership of the bonds; second, as paying agent, mails interest
checks to the registered owners on the payment dates and redeems principal on
redemption dates. [This role used to be filled by the county treasurer but has changed
with the registration requirements for municipal bonds.)

Enters into a service contract with the school district to serve as registrar
and paying agent for the bonds in compliance with OAR 170-61-010
(Appendix D) and ORS 288.570 to 288.590 (Appendix C);

Reviews and approves a proof of the bond certificate to bond counsel;
Accepts delivery of the bonds from the bond printer;

Registers and authenticates (manually signs each piece, except for the
pieces held for future exchanges and transfers) the bonds and delivers the
bonds to the bond purchaser or its designee, according to the bond
purchaser's delivery instructions, in time for closing; if the bond purchaser
requires a "DTC Closing" (delivery of the bonds in New York), the bond
registrar registers, authenticates, packages and air expresses the bonds to
New York two days prior to the scheduled bond closing;

Maintains the bond register—-processes bond sales, transfers, exchanges,
etc., recording such in the bond register; in the case of early csll and
redemption, gives notice of redemption to the bondowners as required by
the authorizing bond resolution;

Directs payment of bond principal, premium, if any, and interest to
bondowners.

The Debt Management Division of the Oregon State Treasury serves as

a clearinghouse for information. However, with the exception of approval of advance
refundings, the Treasury does not approve or disapprove of any local debt issuance plans,
nor does the Treasury take policy positions on local debt issuance.

*®

Monitors bond sale calendar for Oregon issues; provides general guidance
and organizing information concerning the Oregon bond market;

Provides to bond counsel its letter regarding the school district's
compliance with applicable administrative rules;

In the case of advance refundings (see Scction V), reviews and approves
preliminary and advance refunding plans submitted by the financial
advisor or underwriter.

C. Structuring Options:

A school district has a substantial amount of leeway in structuring debt

issues for the public debt markets. Given the c xmplexity and constantly changing nature
of debt investors' preferences, districts are urged to hold early consultations with their
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underwriters or financial advisors about market expectations and the likely repayment
implications of the district's debt plans. Such early consultation will assist the district in
developing the best possible debt management plan.

In general, a district has two primary goals in any given debt financing.
The most important goal is to raise sufficient funds to meet the board's desired financing
requirements. The second primary goal is to do so in the most cost effective manner
possible. A district may wish to consider other goals such as maximizing community
involvement in the sale process, but these are normally considered secondary to the
primary goals. Given these two goals, the following pages discuss key considerations
in achieving those goals.

The most important consideration in sizing a debt issue is, the cost of the
desired projects. (Scope of the projects, and thus debt issue size, is often constrained by
political realties as well.) However, project costs are not the only financial variable in the
equation. The district must also consider payment of issuance expenses and underwriting
fees and, in many cases, evaluate the use of the earnings on the financing proceeds.

Issuance Costs.

The sale of debt in the public markets is a heavily regulated industry.
Bringing a debt issue to market generally requires the use of a number of expert
professionals who specialize in municipal bond transactions. Consequently, the issuance
of debt comes with certain financing costs which must be considered in issue sizing.
These costs generally include, but may not be limited to, fees of bond counsel, financial
advisors, registrar/paying agents, escrow agents, bond and official statement printers,
rating agencies and bond insurance compauies and underwriting fees. Additionally, there
may be travel expenses related to rating presentations and other miscellaneous expenses.
It is impossible to generalize about these costs because they vary depending on the size,
credit quality, term and complexity of the debt issue. Issuance costs (exclusive of
underwriting fees) may range from as little as $10,000 for a very small issue, to well over
$100,000 for very large transactions. Underwriting fees may vary from as little as 0.5%
or less of the issue amount for a highly rated, short-term issue, to 2.0% or more for
smaller, longer term, unrated issues. These expenses may be, and almost aiways are, paid
for from debt proceeds.

In determining the proper size for a district's issue, a district should
consult with its financial advisor or underwriter to determine the likely issuance and
underwriting expenses. The issue can then be properly sized to pay for these expenses
and still have sufficient moneys remaining to pay all capital construction or equipment
purchase costs.

The most imporiant variable affecting debt issue size is the projected cost
of the projcct. Normally, these estimates include a reasonable contingency amount to
cover unexpected events. Additionally, the money in the project fund will eamn interest
until it is expended. In the case of a construction project, these interest camings, even if
subject to arbitrage rebate (see Section V1 herein) usually are substantial. These additional
earnings are considered "bond proceeds” just like the initiil sale proceeds received from
the underwriter at closing and must either be used for the project or must be used to pay
debt sersice on the bonds. The project fund earni.gs cannot be used for any other
purpose. Districts that find the affordability of a project difficult may wish to consider
using the expected project fund earnings to lower their initial issue size. The “istrict's
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underwriter or financial advisor can advise the district on how project fund earnings can
be used to reduce the issue size, if desired.

Capitalized interest is simply borrowing enough additional principal so
that a certain portion of the proceeds of a borrowing can be used to pay interest expense
on the debt for a short period of time. While often used in revenue bond financings
(where the project will generate revenues to repay the debt but will not be in service for
several years), it is less common for school districts to capitalize interest. However,
should the immediate affordability of the project be a concem, capitalizing interest can
J¢ an effective method of obtaining project funds immediately while allowing for growth
in the resources available to repay the borrowing.

Issue Efficiency and Affordability.

The second major goal of any financing is to raise the money in an
efficient and cost-effective way. There are several ways to measure the "cost
effectiveness” of any financing. However, in general, a cost effective financing is one that
best matches the issue size and repayment structure to the ability of the district's resources
to meet that obligation. Once a district decides on which measure of affordability it
considers most appropriate to its voters, the district can then determine how to structure
the terms of the bond issue to best achieve its affordability goals.

!"dging Einanm-ng *Costs".

There are several obvious ways of judging the "cost" of any financing.
The simplest methods are simply the size of the issue and the total interest expense
incurred. However, these methods can be extremely misleading if used in isolation
because neither method reflects what resources are available over time to repay the cost
of the project. A large issue size may well be affordable if spread over twenty years,
while a much smaller issue size may not be affordable if only spread over five years.

Another way of measuring the issue's costs is to compare the true interest
cost (TIC) of various alternatives. The TIC is an accurate measure of the all-in interest
costs, weighted for time, of an issue's repayment schedule. However, just as above,
looking at TIC alone does not guarantee the most "affordable” financing structure.
Comparing the TIC of two structuring alternatives of the same maturity length will
indicate which is the lowest cost altemative. But TIC does not take into account the
timing and availability of repayment resources. The question of affordability then really
must be translated into debt schedules that can be compared to the resources available for
repayment.

Multiple Issues.

A district may wish to consider selling its authorized bonds in several
issues. The possible advantzges of breaking a large authorization into two or more
separate issues are three fold: first, the district may qualify for an exemption from
arbitrage rebate (see Section VI) or may qualify the issue as "bank qualified" (see Section
VI); second, the district's projects may not be reasonably expected to be substantially
completed within the three-year timeline that federal tax law demands; and third, the
district may be facing an unfavorable bond market (high interest rates and high volatility)
and may believe that the market may become more favorable at a later time; or a district
may find that two smaller issues are likely to receive a better overall market reception
than a single larger issue.
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There are several disadvantages to dividing an issue into two or more
separatc issues. First, the district will have to go through the issuance process more than
once and will incur issuance expenses twice or more, not once. Second, dividing an issue
to qualify for rebate exemption or bank qualification almost always results in substantial
loss of project fund earnings. The loss in project fund earnings is almost always greater
than the realistic projection of possible arbitrage earnings. Third, market conditions can
deteriorate as well as improve and a delayed sale can result in higher interest rates on
subsequent issues than on the initial issue. Issuers considering multiple issues should ask
their underwriters or financial advisors to thoroughly explain and estimate the advantages
and disadvantages of such an approach.

Debt Repayment Schedules.

Depending on the nature of the repayment impact the district wishes to
achieve, the district's underwriter or financial advisor can recommend 2 propriate issue
structures to achieve the desired district affordability goals. Examples of various
structures might be a level debt structure where debt service each year is approximately
equal; or, a level levy rate structure when the debt repayment is designed to achieve a
level tax rate every year; or a structure that specifically is tailored to an expected revenue
stream. For example, a lower TIC repayment schedule may call for a bond payment in
October while another schedule with a higher TIC may have a payment due in December.
It may well be in the district's interest to delay payment to December so that property
taxes have been received even though that repayment structure has a somewhat higher
TIC. In addition, a district must decide on how long to borrow and whether to use current
coupon bonds or a variety of deferred interest bonds. These various possible structures
are discussed in more detail in Section 1X. All of these decisions will interact with the
affordability questions.
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SECTION 1L

GENERAL OBLIGATION BONDS,
NOTES

A Overview:

School districts are authorized to issue general obligation bonds and notes
to finance capital construction and improvements. General obligation bonds and notes,
approved by a district's voters, are secured by (he full faith and credit of the school
district. The school district unconditionally pledges to pay the principal of, and interest
on, the bonds and notes from unlimited property taxes levied on all taxable property
within the boundaries of the school district.

B. Additional Responsibilities of the Financing Team:

Issuing general obligation bonds requires several specitic steps in addition to those
detailed in Section 1. Refer also to Section I.B. for other duties and responsibilities.

School Board.

' Considers and adopts a resolution (drafted by bond counsel in consultation
with members of the Financing Team) calling for an election for approval
of the specific bonded indebtedness;

* Delivers the notice of election to the election officer of the distrivt; after
the election and based on election data (abstract) from the election officer
of the district, determines and declares the election results.

Business Manager, Clerk or Deputy Clerk.

' With the assistance of the school attorney and bond counsel, provides the
election transcript to bond counsel for review and approval;

* Provides, among other things, an assessed valuation certificate and a
district indebtedness certificate to bond counsel;

Bond Counsel.

' Drafts the resolution calling for an election and the notice of election
stating the election date and the ballot title;

* Monitors the bond elect::-n, bond issuance and bond sale process to ensure
compliance with state u1.d federal laws and regulations; consults with the
Financing Team through the preliminary debt analysis and structuring, the
election process and upon voter approval, the authorization, sale, execution
and delivery of the bonds;

* Assembles and reviews the election transcript (provided by school
personnel) to confirm that the required election was called and held in
conformity with the law,

' Upon voter approval of the issue, consults with the Financing Team

regarding a sale date, the maturity schedule and any call provisions, etc.
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for the bonds and drafts the resolution authorizing the issuance, sale and
delivery of the bonds and if a competitive sealed bid sale, the notice of
bond sale;

C. Specific Structuring Options:

In this section, several specific structuring options relating to general
obligation bonds are discussed. The structure of a bond issue (i.c., the timing and manner
of principal and interest payments) should coincide with the district's desired repayment
plan. A general overview of sizing and structuring issues is included in Section 1 and
should be read as a preface to this discussion.

Structuring Goals.

As discussed in Section 1, the most important consideration in determining
bond issue size and structure is balancing project requirements with affordability.
Affordability can be measured in many ways. However, with general obligation bonds
that are repaid primarily, if not entirely, from unlimited property taxes, affordability
translates into the tax rate paid by the taxpayer. Taxpayers do not pay a specific interest
rate; they pay dollars as expressed in a tax rate per $1000 of real market value. One
measure of "affordability” then is the tax rate impacts of the bond issue over its life. The
district must also, of course, consider its outstanding debt and any future debt plans.

Xypes of Bonds.

There are many different types of bonds. A bond is simply a formal
written promise to repay a specified amount at a certain time with some stated rate of
interest. The types of bonds that school districts in Oregon can offer is, however, limited
to two basic types: current coupon bonds and zero coupon (or deferred interest) bonds.

Current Coupon Bonds.

Current coupon bonds are the bonds most often issued in the municipal
markzt. Current coupon bonds are bonds that pay interest, at a fixed interest rate, every
six months until they are redeemed or mature. The interest payment date is almost
always, by market convention, the first day of the month. The very first interest payment
date may or may not be exactly six months from the date of issue. It is not unusual for
the first interest payment date to be as short as three months (a "short first coupon™) or
as long as twelve montbs {a "long first coupon”). Varying the first coupon period is often
necess»1y to put a dist.ict on its preferred interest payment schedule regardless of the date
the bonds are initially sold.

Current coupon bonds are almost always sold with serial maturities; that
is, the total bond issue principal amount is split into pieces that mature each year (serially)
over the life of the issue, rather than the entire principal amount coming due in a single
year. Current coupon bonds are usually sold in minimum principal denomination sizes
of $5,000. Because these bonds are the most common instrument in the municipal market,
they usually carry slightly lower interest rates than other bond types.

A district's underwriter or financial advisor may recommend combining
some of the serial maturities into one or more term bonds. Term bonds are simply a
number of consecutively maturing current coupon bonds that are aggregated together and
sold as one single nominal maturity. The term bond is subject to mandatory redemption
according to the serial current coupon bonds that were aggregated to form the term bond.
Term bonds carry a single rate of interest despite the mandatory redemption schedule.
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Zera Coupon/Deferred Interest Bonds.

Zero coupon bonds (also called deferred interest bonds and capital
appreciation bonds) are bonds that pay all interest and principal only at maturity - like
a U.S. Savings Bond. An issuer of zeros can defer interest payments by using this kind
of security. Investors in zeros purchase these types of bonds because the actual rate of
return is locked in over the life of the bond. (With current coupon bonds, the periodic
interest payments must be reinvested, exposing the investor to the risk that interest rates
may have fallen since the bond was purchased.)

Zeros are often sold in conjunction with current coupon bonds or are sold
to mature serially like current coupon bonds. Depending on market conditions, zeros can
carry slightly higher interest rates than current coupon bonds. Zeros are sold in maturity
amounts of $5,000; the original price is discounted to account for the interest component
and is often much lower than the maturity amount.

Using zero coupon bonds effectively is very complicated and requires
consultation with Financing Team members well in advance of submitting a bond election
ballot title. Zeros can have a different impact on a district's debt limit calculation, require
careful ballot title wording and a well-focused marketing plan by a district's underwriter.

Repayment Plans.

As noted in Section I, the optimal repayment plan is one that best matches
the debt service to the district's ability to repay. In the case of general obligation bonds,
the district itself does not repay the bonds, the district's taxpayers do. The question a
district must answer then is "what is the repayment plan that best fits our taxpayer's
abilities and inclinations?" Several repayment plans and their impact on tax rates are
outlined below:

Level Debt Service.

In this plan, the new issue is structured to produce a debt service schedule
that is relatively level each year. This is akin to the standard home mortgage.
In the early years, debt service is primarily interest; in the later years debt service
is primarily principal. A level debt service schedule has been the traditional
method of structuring school district debt in Oregon. Level debt service produces
the highest tax rate impacts in the carly years (assuming growth in assessed value
in the district over the life of the issue) and the lowest tax rates in the later years.

u!ﬂ Itm' cxp' al-

In this plan, a level amount of principal is repaid each year. This results
in declining total debt service each year because interest expense is reduced as
principal is more rapidly repaid. A level principal repayment plan has not
regularly been used in Oregon, probably because this plan produces very high tax
rate impacts in the early years of the financing.

Level Levy Rate.

This repayment plan structures debt service so that the resulting tax levy
rates will be more or less level each year. This structure accounts for estimated
growth in assessed value and the corresponding increase in repayment resources.
This structure, on average, defers principal repayment slightly to account for
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increasing assessed values. A level levy rate plan can significantly reduce the
early year tax rates faced by the district's taxpayers. The lower tax rates produced
by rising assessed values are captured early in the repayment plan rather than later
as in the level debt service approach.

\ ing For O ling Obligations.

All of these approaches to repayment may be significantly affected by the
amount and repayment terms of a district's currently outstanding debt. For example, a
district with significant debt outstanding will notice the biggest difference in tax rates
between the level debt and level levy approach. A district with no debt outstanding will
notice less of a difference in the tax rate impacts. As noted in Section 1, districts should
always take into account the combined effect of new, outstanding and anticipated future
debt when developing their new issue structure.

Maturity Schedules.

Most school district bonds are sold to mature over 15 or 20 year periods.
Shorter or longer maturities are much less common. The best length depends on the
affordability issue and the relative tax rates that a longer or shorter maturity will produce.

Redemption Provisions.

Bonds are normally sold with provisions that allow an issuer to prepay the
bonds prior to their stated maturity date. In the municipal bond market, prepayment is
referred to as "redeeming" or "calling" the bonds. Early redemption can allow the district
to refinance the bonds and, for example, take adventage of lower interest rates (see
Section V). While investors do not like early redemption provisions, the market does not
penalize issues with early redemption provisions if those provisions conform to a
reasonable market standard. The two variables in optional redemption provisions are the
date on which the bonds may first be redeemed and the price at which the bonds may be
redeemed. The market standard changes over time. Districts should consult with their
underwriter or financial advisor to determine which redemption provisions are most
appropriate for the district's issue.

Budgeting and Cash Flow Concerns.

As more fully discussed in Section X, districts must be careful to structure
initial bond repayments on a schedule that allows for adequate collection of the initial
year's tax levy. For example, a district selling bonds in the fall may not have any
property taxes to make initial repayment until the following November or early December.
Additionally, districts should beware the "levy spike" that is created by the first year levy's
need to account for uncollected taxes. In the first years of a new bond property tax levy,
a district will need to "gross up" the bond tax rate to account for cusrent year
uncollections. Because there are yet no prior year collections to offset the gross 1, the
tax rate in the early years can "spike" up higher than anticipated.

D. Specific Federal Tax Restrictions.

Please refer to Section V1 for applicable provisions.
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E. Applicable Oregon Statutes and Administrative Rules: (Refer to Appendices
C and D).

Authority: Oregon Revised Statutes Section 328.205 provides bonding
authority for school districts and provides the purposes for which bonded indebtedness
may be incurred. ORS 328.245 and ORS 328.250 provide debt limitations. ORS 328.295
provides for bonds to be advertised for sale and sold in the manner prescribed in ORS
287.014 to 287.026. ORS 287.028 allows for negotiated bond sales or competitive bond
sales (revised by House Bill 3048, 1991 Legislative Assembly). Oregon Administrative
Rule 581-23-060 requires State Superintendent approval of bonded debt for nonstandard
and conditionally standard school districts. See ORS 328.205(2).

Election: ORS 328.210 requires that an election be called for the purpose
of submitting to the electors of the district the question of contracting bonded indebtedness
under ORS 328.205. Refer to ORS Chapter 255 for election law. ORS 255.085 to
255.095 provides the method for holding an election. If an election is to be conducted
by mail, refer to ORS 254.4¢% and OAR 165-07-010 to 165-07-080. Special election
dates are provided in ORS . 245,

Issuing Bonds: URS 287.041 to 287.028 and ORS 288.515 to 288.590
provide the manner in which school districts shall issue bonds. ORS 288.570 to 288.580
provide for appointment of paying agents. OAR 170-61-000 provides notice
requirements of intent to issue bonds. OAR 170-61-010 provides terms and conditions
to be satisfied by registrars of bonds. Proposed OAR 170-61-020 defines requirements
for the official statement and notice of call.

Issning BANs: ORS 287.526 provides the authority and manner in which
school districts may issue interim borrowings such as BANs.
F. Election; Ballot Title:

Refer to Oregon Revised Statutes, Chapter 255, for the procedures for
placing a general obligation bond measure on the ballot wnd conducting the election.

The following dates are statutorily authorized election dates (ORS

255.345):
March - fourth Tuesday
May - third Tuesday
June - last Tuesday
September - third Tuesday
November - first Tuesday after

the first Monday
The notice of election (an exhibit to the resolution calling an election
prepared by bond counsel for the school board's adoption) must be delivered by the school
district to the election officer of the district on the date required by ORS 255.085. The
notice of election called to approve the issuance of school district bonds shall include:
(i) The purpose for which the bonds are to be used;
(ii) The amount and the term of the bonds; and

(iii)  The kind of bonds proposed to be issued.
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The school district's election officer must prepare the ballot title with the
assistance of the school district's attomey and bond counsel. ORS 255.085(1). The ballot
title must meet precise standards and failure to consult with school district's attorney may
result in an invalid ballot title and an invalid election.

The ballot title, in conformity with ORS 250.035, shall consist of:

@) A caption of not more than 10 words which reasonably identifies
the subject of the measure;

(ii) A question of not more than 20 words which plainly phrases the
chief purpose of the measure so that an affirmative response to
the question corresponds to an affirmative vote on the measure;
and

(iii) A concise and impartial statement of not more than 85 words
summarizing the measure and its major effect.

For any bond measure presented for voter approval, the debt service on
which would be payable from taxes on property not subject to the limits of Measure 5,
the ballot title shall also include a statement, following the ballot title question, as follows:

Question: (question stated) If the bonds are approved, they will be payable from
taxes on property or property ownership that are not subject to the limits of
section 11b, Article XI of thc Oregon Constitution.

The words of the preceding statement are not courted for purposes of
ORS 250.035.

The election officer shall cause the notice of election to be published once
in a newspaper of general circulation in the district; also, a facsimile of the sample ballot
shall be published in accordance with ORS 255.095. The election officer will prepare the
official ballot for the bond election.

The election may be held by mail pursuant to ORS 254.465 to ORS
254.470 and 7. AR 165-07-010 to 165-07-080. The school board should consult with
the election officer (county clerk) to determine the advantages or disadvantages to the
school district in holding an election by mail.

As part of the bond issuance process, bond counsel will request from the
district a transcript of the election process. Refer to the List of Documents for a General
Obligation Bond Issuer, Election Phase, in Appendix A. This list itemizes the various
documents and certificates th ;@ district will be required to provide to bond counsel.

Obtaining voter approval for general obligation bonded indebtedness can
be difficult and requires convincing the voters that the proposed project to be financed is
sssential and that it is in their best interests to approve the debt financing. Private
citizens who are proponents of the proposed project are the best "salespeople” and are the
logical ones to spearhead an election campaign. Involving a citizen's advisory committee
early in the planning process may be helpful.

Public meetings may be held and unbiased information materials
describing the ballot measure and the project may be prepared and distributed;, however,
the use of public resources to gain public support of a ballot measure is prohibited under
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Oregon law. For example, school personnel, copying machines and facilities may not be
used in support of the ballot measure.

G. Method of Sale:

ORS Section 287.028 provides, "Notwithstanding any other provision of
law, a municipality may negotiate the sale of its bonds or, may sell its bonds at public
competitive bid sale..." First, we will discuss the process for selling bonds by public
competitive sale and secondly, by negotiated sale. The school board must decide which
method to use. The objective of the school district is to obtain the "best deal” for the
district, and working with bond counsel and the financial advisor the district can ferret out
the advantages and disadvantages of each method as they pertain to a specific financing.

Q’mmn. n‘ n _Bld. Sm-

General obligation bunds may be sold by public competitive sale. Bidding
rules, constraints, the amount and handling of the good faith check to be submitted by
cach bidder with its bid, and the method for evaluating the bids received by the school
district for the purchase of its bonds are contained in the notice of bond sale and are
established by the school district in consultation with the financial advisor and bond
counsel. The notice of bond sale (an exhibit to the authorizing bond resolution to be
adopted by the school board) is to be prepared by bond counse] in accordance with ORS
287.022 and published according to ORS 287.024. The school district's handling of the
bids received at the time and place noted in the notice of bond sale ("bid opening") is
governed by ORS 287.026.

Bids are calculated by the traditional net interest cost (NIC) method or the
true interest cost (TIC) method. NIC and TIC are defined in the Glossary, Appendix B
hereto.

Bidders (banks, underwriters or syndicates of underwriters) formulate their
bids based on the "saleability" of the school district's debt, the stability or instability of
the bond market, and their "pool” of potential purchasers of the securities. The successful
bidder will establish its reoffering prices to investors by considering comparable sales,
what its "pool” is willing to pay, and the supply of bonds in the market waiting to be sold.

jiated

General obligation bonds may also be sold through negotiation with an
underwriter. By negotiating the sale of an issue of bonds, the school district maintains
control over which underwriting firm markets the bonds. One underwriting firm may be
more qualified than another to market an issue with unique aspects, and the ability of the
district to choose a qualified underwriter would be lost if a public sale were held. Issue
size, credit rating, need for flexibility, costs of issuance, market conditions, all come into
play when deciding whether to hold a public or private bond sale.

ORS 287.026 provides "when bonds are sold by negotiated sale, the
issuer shall engage an expert advisor who shall deliver to the issuer a report evaluating
the terms of the proposed negotiated sale, prior to the sale of the bonds." Having such
a report gives additional comfort to the school district that it is getting the best deal and
financing structure to fit its circumstances.
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H. Timing Considerations:

In a competitive bid situation, the school district hopes to receive several
bids in response to its notice of bond sale thereby increasing its chances of paying the
lowest possible interest rate on its debt. To increase the odds of this happening, the bond
sale should be set at a date and time when the bond market is most receptive to another
issue.

The Financing Team should set the bond sale date in consultation with the
Debt Management Division of the Oregon State Treasurer's office. It will advise if a
proposed sale date and time is in conflict with other scheduled bond sales. It is desirable
that a sale be held at a time when the market has not been saturated with other issues.
Sales on Tuesday, Wednesday and Thursday are preferable. Sales scheduled for Mondays
and Fridays and days bracketing a holiday and long weekends are discouraged. Also, the
time of the day is significant. Bid openings from 9:00 a.m. to 11:00 a.m. are best. Keep
in mind that the bid opening time and the school board meeting scheduled for the purpose
of taking action on the bond sale must be coordinated. That action must be taken within
four hours of the bid opening. GIVEN THE OPTIMUM TIME FOR BID OPENINGS,
THE DISTRICT BOARD MUST USUALLY MEET IN SPECIAL SESSION TO ADOPT
THE WINNING BID.

If the school district has negotiated the sale of the bor. .ith an
underwriter, the district has gained flexibility in adapting to changing conciusons. The
underwriter will select the timing of an offering to coincide with a favorable market and
receptive investors, in an attempt to get the best interest rate for the district.

L General Obligation Bond Anticipation Notes (BANs):

General obligation bond anticipation notes (BANSs) are authorized pursuant
to ORS 287.526 and ORS 328.565 to obtain financing for a project for which the long-
term general obligation bonds are authorized but not yet issued. They are secured by a
pledge of the proceeds of the general obligation bonds to be issued. BANs may be issued
serially to finance increments of a project and then taken out upon completion of the
project at the time the long~term general obligation bonds are issued. BANS are a good
financing tool in times of high interest rates. Obligating the district to short-term debt
(BANSs) at higher rates instead of long-term bonds at higher rates makes sense and allows
for some flexibility prior to the completion of a project. The district's objective would be
to issue long-term debt when interest rates are more favorable and then redeem the BAN.

If, after the voters approve a specific issue of bonds, it is determined to
issue interim financing, the school board adopts an authorizing resolution. The notes may
be sold by public or private sale.

In most other respects, the process for issuing BANs mirrors the
procedures for issuing general obligation bonds.

J. Examples of Required Documentation: (See Appendix A):
(a) List of required documents for an issue of general obligation
bonds.

(b) Rating report.

© List of required documents for an issue of BANs.
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Questions and Answers:
What is a general obligation bond?

A bond is simply a type of loan. An investor loans money to a municipality for
specific capital projects. A bond normally carries a fixed rate of interest payable
semiannually until the bond matures. A bond issue is usually comprised of
differing maturities that come due over time so that all the principal does not
come due on a single date.

In Oregon, a general obligation bond is a bond that is secured by the issuer's
ability to levy unlimited property taxes not subject to the limits of Measure 5, on
all taxable property within the jurisdiction to repay the bond's debt service.

Does a school district need voter approval for general obligation bonds?

Yes. If a district wishes to secure a borrowing with an unlimited property tax
pledge, the district must have voter approval to do so.

What can general obligation bonds be used for?

If a general obligation bond is to be backed by unlimited property taxes, Measure
5 dictates that the proceeds be used for capital construction and improvements.
The 1991 legislature defined these categories broadly to include not just buildings
or renovations, but also land, equipment, furnishings and other items related to the
capital construction or improvement project. Bond proceeds may also be used to
pay the costs of issuance of the bonds.

Specifically, however, bond proceeds can only be used for purposes that are
identified in the ballot title authorizing the issuance of the bonds. A school
district whose ballot title specifically sought authorization to build and equip a
new elementary school only, for example, could not then use some portion of
bond proceeds to remodel a portion of a high school. Districts wishing to
maintain flexibility in the use of bond proceeds should be careful not to restrict
the ballot title language too severely.

May a school district use general obligation bonds for operating purposes?

No. Bond proceeds may only be used as explained above. However, if a district
received voter approval, a district may be able to pay certain major maintenance
items or continuing capital items through bond issues and thus remove those
maintenance items from the general fund.

What sorts of other expenditures can general obligation bonds not be used for?
A district should specifically consult bond counsel about this qucstion. However,
in general, it is believed that general obligation proceeds may not be used for
supplies, textbooks or computer software.

Has Measure 5 affectcd the issuance of general obligation bonds?

Not really. While the legislative interpretation of alowable uses of general
obligation bonds has not been court tested as of the date of this manual, the intent

of the legislation interpreting Measure 5 was to allow the same uses of bond
proceeds as was common prior to the passage of Measure 5.
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Are there legal restrictions on the size of bond issue a district can issue?

Yes. State law limits the amount of general obligation debt a school district may
have outstanding at any time. The limit is based on the district's assessed value
and the number and kinds of grades the district serves. Large districts are unlikely
to be in danger of approaching their debt limits. However, very small districts
may find that the cost of constructing new schools may push them very close to
or over their debt limits and should be cautious about sizing the issue. The limits
are as follows:

(a) For each grade from kindergarten through eighth gride for which the
district operates schools, fifty-five o< s~hundredths of one percent of the
real market value of the district; and

(b) For each grade from ninth through twelfth grades for which the district
operates schools, seventy-five one~hundredths of one percent of the real
market value of the district.

Practically, for districts operating K-12 schools, the debt limit is 7.95% of the
gistrict's real market value minus any outstanding debt.

How long does it take to get money through a bond issue once bonded
indebtedness is approved by the voters?

It depends. If the district is ready to proceed with the project relatively quickly,
a bond issue can be structured, sold and closed within six to eight weeks.
However, it is realistic to assume about three months from the passage of an
authorization to receipt of money.

What is "arbitrage"?

Arbitrage is, technically, "risk free" profit. For example, if you are able to
simultaneously buy an item for $1 and sell it for $2, you have made "arbitrage"
profits. In the bond market, arbitrage is possible because municipalities can
borrow at tax—exempt interest rates that are lower than taxable reinvestment rates.
Thus, for exemple, a school district might be able to borrow at 7 percent and
simultaneously reinvest the proceeds in a Treasury security yielding 9 percent.

The U.S. Treasury strictly regulates the ability of state and local municipalities to
earn and keep arbitrage profits. In fact, unless an issuer qualifies for specific
exemption., federal regulations prohibit either earning or keeping arbitrage profits
from tax-exempt bond issues.

How can the aistrict make arbitrage and avoid rebate?

Federal tax law rules either prohibit the earning of arbitrage in the first place or
require the rebate of any arbitrage earnings to the federal government. However,
the rules provide for some exceptions. A district must qualify for an exemption
from the these rules before it either may earn arbitrage or be allowed to keep any
earnings. The exemptions are too detailed to explain here. Please refer to the
section in the manual on federal tax law for a more detailed explanation.

How much does it cost to issue bonds?

41
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Issuing bonds will entail incurring 1 number of issuance expenses. The total
expenses will vary according to the issue size, structure and credit quality.
Issuance costs may be as little as $10,000 for small issues, and as high as
$100,000 for large issues. In addition, the issuer will pay underwriting fees which
may vary from 0.5 percent to 2.0 percent of the issue size.

How does the district pay these issuance costs?

Issuance expenses can be paid from bond proceeds. When determining the size
of the bond issue, the district should consult with Financing Team members to
determine the likely issuance costs. These may be added to the bond authorization
amount being requested from the district's electorate.

How will unification affect the issuance and repayment of general obligation
bonds?

Good question. As of the date of this manual, legal thinking seems to be that
assets and liabilities of an elementary district that consolidates with a high school
district will become the assets and liabilities of the new district, as £ whole.
However, this point of view is not court-tested. Obviously, the outcome of
unification will have an important impact as taxpayers in affected districts.

o
OO
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SECTION 111

LEASE-PURCHASE AND
CERTIFICATES OF PARTICIPATION

A. Overview:

Oregon school districts have the authority to enter into lease—purchase and
similar financing agreements. Such agreements can be used to borrow money for a wide
variety of capital items including equipment, modular buildings, construction of new
facilities and major maintenance and renovation of existing facilities.

In many respects a lease-purchase agreement is very similar to a bond
issuc. Money is borrowed from an investor and lease payments are paid to that investor
until the obligation is paid. Lease payments under such an agreement contain a principal
component and an interest component. If the agreement is properly structured, the interest
component will be exempt from federal and state income taxes, resulting in rciatively low
borrowing costs. In all these respects, a lease~purchasc agreement is very similar to a
bond.

There are significant differences, however. A general obligation bond is
paid from taxes that are levied on property within the district. Lease—purchase debt
service is paid from and secured solely by all available district funds. In practice this
means that the district's general fund is the source of payment. There is no ability to levy
additional property taxes to pay debt service on a lease-~purchase agreement.

Another difference is that, unlike general obligation bonds, lease—~
purchase agreements do not require voter approval. Because the voters will have already
approved the source of the funds to pay debt service on the lease~-purchase agreement,
voter approval is not required to approve the expenditure of those funds.

A further significant difference is that debt service on a lease-purchase
agreement is not outside the Measure S limitations, as is the case with a property tax levy
for repayment of general obligation bonds for capital construction and improvements.

A certificate of participation ("COP") is essentially a piece of a lease~
purchase agreement. Because lower interest rates can usually be abtained by offering a
large debt obligation to a number of investors, a lease~-purchase agreement is divided into
smaller pieces and sold to a number of investors. In this respect a COP is very similar
to a bond. Pieces of a lease~purchase agreement may be called something other than a
COP but are really (he same type of instrument.

B. Additional Responsibilities of the Financing Team and Additional Members:

In general, the members of the Financing Team and their respective roles
are very much the same as for a general obligation bond issue. Please see page 3 for a
discussion of those roles. There is one additional role, however, that is usually required
for 2 COP issue. This is the role of escrow agent.

Escrow Agent.
An escrow agent may perform several functions depending on the

particular structure of a COP issue. As an example, a lease-purchase agreement may
provide for remedial actions to be exerciscd on behalf of the COP owners if an issuer fails
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to make paymenis. If provided for, these remedies would be exercised by the escrow
ageat. As another example, although less common than in the past, the lease~purchase
agreement underlying a COP issue may require that the issuer grant a mortgage or
personal property security interest in the property financed. Usually, the escrow agent will
be the grantee of any of these security interests. The escrow agent acts as a trustee in this
situation on behalf of the COP owners.

C. Specific Structuring Options; Payment Schedule:

There are a number of factors that need to be examined before finalizing
the structure of a lease—purchase type financing. In general, this discussion will focus on
those factors relevant to COP issues because these financings are generally somewhat
more complex than a non-COP lease-purchase financing.

Structuring Goals.

As is the case with any type of capital financing, the most important goal
is to balance the need for project funds with the district's available resources. In the case
of a COP or other lease-purchase financing, a district's available resources means its
general fund. There is no legal ability to levy additional property taxes or obtain other
funds to repay a COP; only the District's current and forecasted general fund resources are
avaiiable.

Therefore, a district should as accurately and conservatively as possible
forecast its available revenues for the period over which the COPs will be repaid. Once
this forecast has been made, a district should size and structure its issue so that it is
confident that resources will be sufficient to meet its debt service requirements.

Types of COPs.

In general, the types of COPs that school districts may sell are the same
as for general obligation bonds. A COP is very much like a bond in that it is a formal
written promise to repay a specified amount at a stated rate of interest. The types of
COPs most often used by Oregon school districts are current coupon and zero coupon
(deferred interest).

Current Coupon COPs.

Current coupon COPs are the type most often issued. They pay interest,
at a fixed rate, every six months until they are prepaid or mature. The interest payment
date is always the first of a month. The first interest payment date may or may not be
exactly six months from the date the COPs are issued. It is not unusual for the first
interest payment date to be as short as three months (a "short first coupon®”) or as long as
twelve months (a "long first coupon”).

a7 ot coupon COPs are almost always sold as serial maturities; that is,
the issue prinu... - .ount is split into pieces that mature each year (serially) over the life
of the issue, rather than the entire principal amount coming due in a single year. Current
coupon COPs are usually sold in minimum principal denomination sizes of $5,000.
Because these types of COPs are the most common in the municipal debt market, they
usually carry slightly lower interest rates than other types of COPs.
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Zero Co

Zero coupon COPs (also called deferred interest or capital appreciation
COPs) pay all interest and principal at maturity--like a United States Savings Bond. A
district issuing zeros can defer interest payments by using this kind of security. Investors
purchase zeros because the rate of return is locked in for the life of the COP (with current
coupon COPs, the periodic interest payments must be reinvested, exposing the investor
to the risk that interest rates will have declined)

Zeros are often sold in conjunction with current coupon COPs or are sold
to mature serially like current coupon COPs. Depending on market conditions, zeros can
carry slightly higher interest rates than current coupon COPs. Zeros are sold in maturity
amounts of $5,000 or multiples thereof; the price at which they are sold to investors is
discounted to account for the interest component payable at maturity and is often much
lower than the maturity amount.

Repayment Plans.

As noted above, the best repayment plan is the one that best matches the
district's ability to repay the COPs. Several more technical factors to consider are
discussed below.

Level Debt Service.

In a level debt service plan, an issue of COPs is structured to produce a
debt service schedule that is relatively level in each year. This structure is very similar
to the repayment of a home mortgage. In the early years, debt service is primarily interest
with small principal repayments. The opposite is true in later years. Level debt service
is by far the most widely used repayment plan for COPs.

This general structure may be modified to take into account such factors
as outstanding COPs or lease purchase obligations or expected changes in the level of
general fund resources in subsequent years.

Deferral of Principal.

A district may wish to use a level debt service structure but delay
repayment of principal for some period of years. This may be done for several reasons:
new resources may become available or other borrowing or obligations may be repaid,
freeing up additional funds. Deferral of principal is quite common but it should not be
deferred for a long period of time. Investors in COPs and rating agencies are likely to be
concerned if principal is deferred for more than two or three years. This concern can
translate into higher interest rates and lower credit ratings for a district issuing COPs.

D. Specific Federal Tax Restrictions:

There are no practical differences between the federal tax treatment of
lease—purchase obligations and other types of school district debt. Please refer to Section
VI of this manual for a discussion of the applicable provisions.

La
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E. Applicable Oregon Statutes:

The primary authority for school district lease-purchase agreements is
contained in Oregon Revised Statutes 332.155. ORS 332.155(1) authorizes districts to
enter into lease-purchase agreements for a period of not more than 30 years. Such
agreements can be used to finance the costs of furnishing, equipping, repairing, purchasing
and building structures and acquiring land.

The financing of equipment and personal property through lease-
purchase agreements is authorized vy ORS 332.155(4). A lease-purchase agreement
authorized under this section is required to include a provision that the payments under
the lease-purchase agreement have been established to reflect savings resulting from
exemption from property taxation. In addition, this section requires that the agreement
include a provision that the district may acquire the property upon payment of a nominal
sum of money.

Other statutes relating to the issuance of bonds generally may affect lease-
purchase agreements and COPs in certain circumstances such as advance refundings.
These statutes are covered in other sections of this manual.

F. Method of Sale:

Lease—purchase agreements are generally purchased by a financial
institution acting as lessor. COPs are sold to the public as is the case with general
obligation bonds. Similarly, they may be sold by competitive bid sale or by negotiated
sale with one or more underwriters. COPs are more likely to be sold by negotiated sale
because the security for repayment is not as strong or as standardized as with general
obligation bonds. This may require that the district and an underwriter undertake a more
intensive marketing effort and may also require negotiation of terms up to the time of sale.

G. Timing Considerations:

Timing considerations are less important with COPs than general obligation bonds
and TRANs. A district should consult with its financial advisor or underwriter to select
the best time to sell its COPs. 1n general, a district should schedule its sale of COPs on
a date where other issuers are not selling bonds or COPs. This will allow the issuing
district to attract the most investor interest and the lowest interest rates.

A district must also pay close attention to budgeting the receipt of COP proceeds
and expenditures for debt service. See Section X, for further discussion of the application
of local budget law to COP issuers.

H. Basic Documents: Lease-Purchase and COPs:

There are two basic documents needed for a lease-purchase financing,
plus a third if the use of COPs is contemplated. The first of these is a resolution or
resolutions of the district board of education. A resolution in similar form will also be
required for a COP issue. The resolution will generally authorize the terms of the lease-
purchase agreement such as principal amount, maturity, prepayment provisions and the
like. A resolution will also approve the selection of the lessor and may appoint the
Financing Team members such as bond counsel and others. The resolution may deal with
these items in Jetail or it may delegate the responsibility for setting terms such as the
interest rate to the superintendent or business manager. In such cases, parameters such
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as maximum principal amount and interest rate may be set in the resolution with the
actual amounts and rates to be set by the district staff in negotiation with the lessor.

The second basic document is the lease—purchase agreement itself. This
document is generally entered into by the district as the lessee and the institution
providing financing as the lessor. The lessor may also be a third-party financial
institution, especially if the lease-purchase agreement is to be divided into COPs. It may
also contemplate the issuance of COPs and the use of an escrow agreement. It will
incorporate any terms establish>d in the resolution and will provide the details of the
property to be financed, payment schedules, security provisions, if any, and a host of other
matters. The form of a lease—-purchase agreement should always be subject to negotiation
and a district should not execute such an agreement without it's being reviewed by bond
(special) counsel and the district's attorney.

A third basic document is required for a COP financing. In addition to
the basic resolution and the lease~purchase agreement, a COP issue will usually require
the execution of an escrow agreement. The parties to this document are the district and
the escrow agent. This is usually a separate document but may also be combined with the
lease-purchase agreement. The escrow agreement is needed because the obligation of the
district is divided imto scparate units (i.e., the certificates of participation) and
documentation is needed to provide the terms of this division. An escrow agreement will
provide the duties of the escrow agent, how payments are to be made to the COP owners,
the actions that the escrow agent may take if the terms of the lease-purchase agreement
or the escrow agreement are violated, and many other items.

Bond counsel (referred to as "special counsel" in a lease~purchase/COP
financing) will draft the required documents.

Oregon school districts may enter into lease-purchase agreements (and
issue COPs) for which the obligation to repay is binding and can be enforced in court.
In effect, this makes a lease~purchase agreement or a COP an obligation payable from the
district's general fund. Because of the binding nature of this obligation, a district will
need to grant very minimal security for repayment. In almost all instances, the district's
promise to repay the lease-purchase obligation from its general fund is more valuabie to
investors than a security interest in the school property financed. This means that a
district should not have to grant such security interests in financed property to successfully
sell a COP or lease-purchase agreement. Districts should note that this may be different
for a lease~purchase agreement used to purchase property directly from its manufacturer,
as is often the case with computer equipment.

Because of the credit strength of a district's binding obligation to pay debt
service from its general fund, cash reserves are not usually necessary. Again, vendors of
equipment may have different requirements for lease purchase acquisitions of that
cquipment.

A district's underwriter or financial advisor may advise the district on
other appropriate security features. Stronger security fcatures may be necessary in the
event of changed legal or credit conditions. As an example, the passage of Measure 5 has
caused a great deal of uncertainty about the adequacy and timing of school district
funding. Until these uncertainties are resolved, districts may need to include additional
security features to reassure investors. A scparate account must be established in which
a district will deposit annual debt service requirements as soon as it receives its tax
turnover from the county treasurer.
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Election:

Lease—purchase obligations and COPs do not require the approving vote

of the district's voters. To the extent that tax moneys are used to pay debt service, such
taxes have already been approved by voters whether in the form of an operating levy or
a tax base. The actual expenditure of these tax moneys for debt service is not subject to
voter approval.

J.

Examples of Required Documentation: (See Appendix A)

(a) Listing of required documents for a lease~purchase/COPs financing.

Questions and Answers:
What are Certificates of Participation?

Certificates of participation (also known as a COPs) are lease—purchase
agreements that are divided into smaller pieces and sold in the public markets like
a bond issue. Because a school district has authority to enter into lease~purchase
agreements, it has authority to issue COPs. Pieces of a lease—purchase agreement
may be called something other than a COP but are really the same instrument.

What gives school districts the authority to enter into lease~purchase agreements
and issue COPs?

School districts have this authority under the provisions of Sections 332.155(1) and
332.155(4) of the Oregon Revised Statutes. A copy of these statutory provisions
is included at Appendix C of this booklet.

Is voter approval needed to issue COPs?

Voter approval is not required for the issuance of COPs. Tax monies used to pay
debt service have already been voted in the form of an operating levy or tax base.
The actual expenditure of these tax monies for debt service does not have to be
approved by voters.

How do COPs differ from a bond issue?

In most respects they are very similar. The COPs are sold to investors at interest
rates that reflect the exemption of that interest from federal and state income
taxation. This results in low interest rates. Just like bonds, interest on COPs is
paid semi-annually and principal annually.

There are two important differences, however. First, a district may not levy
additional property taxes to pay debt services on a COP as it could do to pay debt
service on a bond. Principal and interest on a COP must be paid from a district's
existing general fund resources.

Second, a COP usually bears a higher interest rate than a bond. Because there is
no ability to levy additional property taxes to pay debt service, investors do not
treat COPs as being as safe as bonds. Therefore, they demand a higher interest
rate to compensate. Usually the difference in interest rate between a COP and a
bond is less than one~half percent.
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What can be financed through the issuance of COPs?

In general, the proceeds of a COP may be used for the same purposes as the
proceeds of a bond issue. Therefore, a COP may be used to finance the
acquisition and construction of new buildings or additions to buildings, the
acquisition of land, equipment and supplies, and maintenance and renovation of
existing buildings.

Will the district have to give a mortgage or security interest in the property
financed with the COP proceeds?

No. Investors do not usually believe that the property financed by a COP has
value to them if a district defaults on debt service. Therefore, investors do not
believe a mortgage or security interest on that security has value. Instead,
investors rely on the binding nature of the underlying lease purchase agreement,
the ability to sue and obtain monies from a district's general fund and the
requirement that debt service be the first item paid when the district gets its tax
turnover.

How large a COP can a district issue?

There is no set answer. Each district must satisfy itself and the underwriter that
it will have sufficient resources to pay debt service over the life of the COP issue.
Once issued, debt service on a COP is a binding obligation and cannot be reduced.
The district must be comfortable with its abili‘y to pay.

The district must also be able to demonstrate to potential purchasers where it will
get the monies to pay debt service. Will it cut other expenditures or will
additional resources be obtained to provide monies to service the debt?

How long does the district have to spend the proceeds of a COP?

Based on federal tax rules, all proceeds of a COP must be spent within three
years of date of issuance.

How long will it take to issue COPs?

It will take approximately six to eight weeks to issue the COPs once the district
has made a decision to proceed.

What is the maximum term of COPs?

The maximum term or maturity of the COPs is determined by the district's
available resources and by the property being financed. Under Oregon Statutes,
the term of the lease-purchase/COPs can be for a maximum of 30 years.
However, typically, a COP has a maximum maturity of five to fifteen years,
although some issues go as long as twenty years. The maturity of the COP issue
should not exceed the useful life of the property financed.
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SECTION 1V.
TAX AND REVENUE ANTICIPATION NOTES
A. Overview.

School districts are authorized to issue short-term notes to meet current
expenses in anticipation of the collection of taxes or other budgeted revenues. Such notes
are referred to as Tax Anticipation Notes (TANs) or Tax and Revenue Anticipation Notes
(TRANS) (collectively referred to as "TRANs"). Under Oregon law, the amount of
TRANS issued cannot exceed 80 percent of the school district's budgeted basic school
support, tax levies and other budgeted revenues.  Voter approval is not required for
TRANS issuance. School districts must repay their TRANs no later than the end of the
fiscal year in which the notes are issued.

TRANSs are typically issued to cure temporary cash flow deficits in the
general fund (or in unrestricted funds legally available to meet current operating
expenses). Oregon law provides that school districts "may contract indebtedness by
issuance of warrants or short-term promissory notes for the purpose of meeting current
expenses, retiring outstanding bonds or warrants, or paying the interest thereon, whenever
provision for such borrowing has been made in duly adopted budgets as provided by ORS
294.443." ORS 287.442(1)

TRANS are payable from not less than 100 percent of the proceeds of the
tax levy or other budgeted revenues whose collection is anticipated at the time the TRANs
are issued, plus earnings. The school district must establish a repayment account into
which property taxes, revenues and earnings will be deposited upon receipt until the
repayment account holds sufficient funds to retire the TRANs. Monies in the repayment
account may be invested as provided by law in investments which mature no later than
the maturity date of the notes.

B. Additional Responsibilities of the Financing Team:

Issuance of TRANs requires several specific actions in addition to those associated
with other debt issues. Refer also to Section I.B. for other duties and responsibilities.

School Board.
* Approves cash flow analysis; approves and adopts the budget; adopts the
TRANS authorizing r~solution.
Superintendent.
* Executes the TRANs by manual or facsimile signature, or designates the
business manager to do so;
Business Manager.
* Prepares a cash flow analysis in consultation with the Financing Team,;
* Directs the budgeting for debt service and establishes a repayment
schedule;
* Directs the setting up of a special repayment fund and monitors deposits

of tax and revenue receipts and the investment thereof;
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* If designated to do so, executes the TRANs by manual or facsimile
signature.

Bond Counsel.
* Reviews cash flow analysis.
* Drafts authorizing resolution for board's approval and adoption.

Emmd‘ i lm!mﬂ' Undﬂ H!Iitﬂ'
* Assists the business manager in preparing the cash flow analysis.

C. Specific Structuring Options; Payment Schedule:

The amount of TRANs which a school district may issue is based on the
maximum anticipated "cumulative cash flow deficit" during the time the TRANS are
outstanding, as determined by the district, and may not be greater than the maximum
cumulative cash flow deficit plus the next month's expenditures following such deficit.
(This is a practical "may not". Federal tax law requires proceeds from a borrowing which
exceeds this test must be restricted to an investment yield no greater than the interest rate
on the TRANs. Obviously most districts choose to comply with the sizing rules in order
to maximize reinvestment opportunities.) "Cumulative cash flow deficit" is defined as an
amount equal to:

(1) the amount that the district will spend for expenditures ordinarily paid
from the anticipated taxes and other revenues during the period of time
from the date of issuance of the TRANs to receipt of the taxes or other
revenues, plus

2 the amount reasonably required by the district as a cash balance on hand
which is equal to the amount of anticipated expenditures for a one-
month period, minus

3 the amount which the district will have available for the payment of such
expenditures during the time period from the date of issuance to the
receipt of taxes or other revenues. An amount is available if it can be
used to pay expenditures without a legislative, judicial or contractual
requirement that the amount be reimbursed to the account from which it
was withdrawn.

The cumulative cash flow deficit is determined by running a cash flow analysis similar
to the form included in Appendix A.

TRANSs mature and are payable no later than the end of the fiscal year in
which they are issued. Payment is made from the special repayment account established
by the school district by resolution for the purpose of depositing tax and revenue receipts
at the time they are received by the district, which repayment account qualifies as a bona
fide debt service fund under the Code.
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D. Specific Federal Tax Restrictions:
See Section VI, Federal and State Tax Treatment.

United States Treasury Regulations provide that if an issue of TRANs
complies with the regulations (Treas. Reg. § 1.103--14(c)), ¢™ proceeds of the issue will
be considered invested for a temporary period, and may be invested at a yield higher than
the yield on the TRANs. However, two tests must be met:

Length of Obligation Test.

TRANs may not be outstanding the longer of (a) 13 months after the date
on which the obligations are issued or (b) a period ending 60 days (but not more
than 24 months from the issuance date) after the last date for payment of the
anticipated taxes or other revenues without interest or penalty accruing. Oregon
school district TRANs would meet this test since the notes must mature no later
than the end of the fiscal year in which they are issued.

Size of Obligation Test.

TRANs may not be issued in an amount greater than the maximum anticipated
"cumulative cash flow deficit" to be financed by the TRANSs for the pericd for
which taxes and revenues are anticipated and during which the TRANs ure
outstanding, plus the next month's projected expenditures.

Any allowable arbitrage earnings, however, are subject t7, rebate unless
the district qualifies for one of the following exemptions:

Safe Harbor Exemption.

TRANs may be issued under the safe harbor exception of the Code, in
which case the actual maximum cumulative cash deficit must equal or exceed 90
percent of the issue size, and the maximum deficit must occur within six months
of the issue date. However, should the actual maximum cumulative cash deficit
turn out to be less than 90 percent of the issue size (cash receipts are higher or
expenditures are lower than calculated) all earnings on the TRANSs proceeds above
the borrowing yield would be subject to rebate.

Small Issuer Exemption.

If a district issues a total of $5,000,000 or less of tax—exempt obligations
(of any kind including bonds, notes, leases, etc.) during the calendar year, then
those issues are exempt from rebate requirements.

Since Oregon school district TRANs mature in 12 months or less, no

registration of the TRANSs is required and the TRANs may be issued in bearer form.

E. Applicable Oregon Statutes:

Authority and Manner of Issuance. TRANs are authorized and issued
pursuant to Oregon Revised Statutes 287.435 to 287.442 (see Appendix C).

N
(o

-37-



F. Method of Sale:

TRANSs may be sold either publicly or privately, however, a negotiated
sale may be most advantageous to a district since an issue of TRANs can be authorized,
sold, executed and delivered shortly after the cash flow analysis has been completed and
the budget has been adopted without waiting out the time required for publishing a notice
of sale and accepting bids. While some districts solicit informal "bids" from underwriters,
the sales are actually negotiated sales.

G. Timing Considerations:

The preparation of the school district's budget and the cash flow analysis
provide the information required for determining if the school district is eligible to issue
TRANSs and if so, the amount to be issued. If eligible, the Financing Team can quickly
proceed with the authorization and sale of the TRANs. It is in the district's best interest
to have access to TRANS proceeds as quickly as possible after the adoption of the budget.
A district may sell its TRANSs prior to July 1; however, the closing cannot take place until
the start of the new fiscal year.

H. Examples of Required Documentation: (Sece Appendix A)
(a) List of documents required for an issue of TRANS.
(b) Sample projected cash flow summary.
L. Questions and Answers:
What is a TAN or a TRAN?

A Tax and Revenue Anticipation Note (TAN or TRAN) is a short term borrowing
to fund projected cash flow shortfalls in a fiscal year due to timing considerations.
Since most districts do not receive the bulk of revenues from property taxes or the
state on a schedule that matches its expenditure requirements, the district must
borrow to meet its immediate needs. For most districts, TRANSs are simply a cost
effective way to accomplish the borrowing.

Why are TRANs such a low cost form of borrowing?

Federal law allows school districts to borrow at tax—exempt rates of interest and,
as long as they follow federal rules on sizing (see below), to invest the proceeds
in higher rate taxable securities. Thus, districts are allowed to "arbitrage” the
proceeds. Of course, the districts must expend a portion of the proceeds for the
cash flow deficit, but generally, over the life of the borrowing, the arbitrage
proceeds offset the interest costs of borrowing. Some districts can even legally
"make" money on the borrowing. Others, who must rebate the arbitrage back to
the federal government, still end up with a virtually costless borrowing.

Do TRANs always pay for themselves?
A. Some do and some do not. It depends on whether the issue is exempt from rebate

and whether the interest rates available on investments are high enough over the
course of the fiscal year to offset the interest and borrowing costs of the TRANS.
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How much may a district borrow?

Under state law, a district may borrow up to 80 percent of its budgeted resources.
However, most districts restrict their borrowing size to fit under federal arbitrage
rebate rules. These rules limit the borrowing size to the maximum cumulative
projected cash flow deficit plus the next month's anticipated expenditures. If a
district wishes to invest the proceeds at a rate higher than the rate on the TRANSs,
the district must limit the borrowing size to the federal rules.

What happens if a district borrows more than the federal rules allow for arbitrage?

It is not jllegal to borrow more than the federal rules. However, if a district does,
then the district must restrict the yield on the investment of TRANs poceeds to
the yield on the TRANs. For example, if the arbitrage yield limit on a district's
borrowing was 5.50 percent, then the district may not even invest TRANs
proceeds at a yield higher than 5.50 percent. The proceeds of the borrowing
would be "yield restricted".

When should a district borrow? When should a district repay?

State law does not permit a TRAN to extend beyond one fiscal year. The earliest
a district may close a TRAN is July 1. Most districts borrow as early in the fiscal
year as possible in order 1o maximize the interest eamnings on the TRANSs proceeds
prior to expenditure. Most districts extend the TRAN borrowing to June 30 in
order to maximize the interest earnings on investments once the major tax and
revenue turnover has occurred.

Districts wishing to close (i.e. fund) a TRAN in early July will want to actually
price the TRAN in early or mid-June. That means the district will nesc to begin
the process in mid or late May, depending on the size and complexity of the issue.

For what purpose does a district use the "projected” cash flow and when does a
district use its actual cash flow?

The "projected" cash flow is used to determine the maximum allowable size of
the TRAN torrowing for federal tax purposes (i.e., maximum size = projected
maximum deficit plus next month's projected expenditures). The actual cash flows
experienced by a district during the ycar are used to determine if a district must
rebate any arbitrage eamings from the borrowing to the federal government.
Therefore, if a district deliberately sized its TRAN to meet the "safe harbor” rebate
exemption, believing it would actually do so, but fails to actually do so, then the
issue would be subject to rebate of any arbitrage earnings.
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SECTION V.
REFUNDINGS
A. Overview:

Refundings are transactions that refinance, or "refund”, an outstanding
debt issue. In a refunding, a new debt issue is sold and the proceeds are used to pay all
of the debt service of the issue being refunded. With the refunded issue's debt service
now being paid by proceeds of the new issue, the issuer only pays the new debt service
on the refunding debt issue. An issue can even be refinanced before it is callable by using
the technique known as "advance refunding” (see "Types of Refundings” below).

Issuance of general obligation refunding debt does not require voter
approval under Measure S if the refunding produces debt service savings.

Refundings are subject to very specific and techuical Internal Revenue
Service regulations that materially impact the structure and timing of refunding
transactions. Additionally, State law regulates refundings in certain ways beyond the
normal regulations of "new money" debt issues. This brief overview of refundings is not
designed to reflect all of the complexity and regulations involved in a refunding
transaction. Issuers contemplating refundings are strongly encouraged to seek the advice
of bond counsel and underwriters or financial advisors very early in the process.

The "math" of refundings works the same for general obligation refunding
bonds and refunding lease-purchase agreements or COPs. There are, however, some
differences in the legal requirements between refunding COPs and refunding general
obligation bonds. These differences are discussed later in this section.

Issuers typically refund issues for one (or more) of three reasons:

1. Debt service savings;
2. Debt restructuring;
3. Change in legal status of debt covenants.

Each of these is discussed more fully below.

Debt Service Savings. The most common reason for refunding an
outstanding issue is to take advantage of lower interest rates. Just as with a home
mortgage, if interest rates have declined substantially after the issuance of a debt issue,
an issuer may be able to refund the old issue with a new issue and achieve substantial
debt service savings, "'en after paying all costs associated with the new issue. In the case
of a general obligation bond, the debt service savings are retumed to the district's
taxpayers in the form of lower tax rates. In the case of a COP or lease, the debt service
savings become an additionai resource to the district.

Savings are usually measured by their "present value", ie,, the total
savings over the life of the refunding discounted to their value in today's dollars. In the
case of an advance refunding (see below), the State Treasurer requires that "present value”
savings from a refunding must be at least 3% of the new issue principal.

Debt Restructuring. Refunding an issue allows a district to restructure its
outstanding debt. The old debt will now be paid by proceeds of the new issue. The
district can structure its new debt in a form better suited to the district's needs. For
example, a district may wish to consolidate several debt issues into a single new issue and
restructure the debt in a way to produce a different tax rate impact. Or, a district may
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wish to restructure a lease to reflect better cash flow matching with the changing cash
resources of the district.

Changing Legal Covenants.

Once an issue has been "refunded” it may be possible to have any legal
restrictions relating to the issue voided. This is called "legal defeasance” and allows the
issuer to remove restrictive legal covenants. While unlikely to be a concern with general
obligation bonds, legal restrictions may well be a concern with leases. For example, a
district may have pledged a security interest in certain property or equipment leased and
may wish to void that pledge of security. A new lease may be sold (with more favorable
legal covenants) to refund and "defease" the old lease, thus releasing the district from the
old more restrictive covenants of the old issue.

A refunding may be undertaken to accomplish any one or a combination
of these three advantages. However, in the case of general obligation bonds, refundings
are almost always undertaken to produce debt service savings.

Types of Refundings.

There are two types of refundings: "current refundings” and "advance
refundings”. Which type an issuer must use depends on the timing of the transaction
compared to the first available date on which the old debt may be called, or redeemed.
The State of Oregon and the Internal Revenue Service currently have different definitions
of what is a "current” and what is an "advance" refunding.

Current Refundings.

Under state law, a current refunding is one in which the new refunding
bond transaction is closed within one year of the next available call date of the debt to be
refunded. Current refundings are not subject to any regulations other than those that apply
to other general obligation bonds or leases/COPs. In a current refunding, the new debt
proceeds are held (sometimes in an escrow) to make one payment, i.e. the payment
required to call and retire all of the old debt and pay v accrued interest costs on the next
interest payment date. Under federal law, current refundings are bonds which refund
another bond if it is issued within 90 days of the redemption of the refunded bond.

Advance Refundings.

Under state law, an advance refunding is one in which the new refunding
bond transaction is closed more than one year before the first available call date of the
debt being refunded. n an advance refunding, an escrow is required. The escrow agent
must make all interest and principal payments on the old debt until the first available call
date of the old debt. Advance refundings of debt must be approved by the State
Treasurer's office and are subject to certain requirements as part of that approval process.
Under federal law, advance refundings are bonds which advance refund another bond if
it is issued more than 90 days before the redemption of the refunded bond. School
districts should note that bonds originally issued after December 31, 1985 cannot be
advance refunded more than once.

Other issues concerning escrows and structure are discussed below.
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B. Additional Responsibilities of the Financing Team and Additional Members:

Refundings are somewhat more complex transactions than sclling debt for
a construction project or equipment purchase. Refundings require careful mathematical
calculations to ensure that the refunding issue is sufficient in size to provide for the
correct escrow deposit and to pay issue costs. Additionally, as noted below in
"Structuring Options”, refundings have numerous complex structuring options that require
careful analysis. This additional complexity means that three additional players are
required for the Financing Team and others take on new responsibilities. Please refer to
Section 1 for other roles and responsibilities.

Escrow Agent.

The escrow agent receives the proceeds of the refunding debt sale and
holds the proceeds in an irrevocable escrow designed to pay the debt service on the
refunded debt. The proceeds are normally invested in some form of U.S Government
Treasury securities that come due in an amount and at a time that pay all interest and
principal payments on the refunded debt until its first available redemption date, then
provides sufficient funds to redeem all the outstanding debt. The escrow agent is the
corporate trust department of a commercial bank or a trust company. Issuers often use
th <ame trust department that is serving as the issuer's registrar/paying agent.

E Verification Agent.

The escrow verification agent reviews the refunding transaction for
mathematical accuracy and sufficiency of the escrow to make the payments on the debt
being refunded. Escrow verification agent services are provided by certain accounting
firms that maintain specialized expertise in such transactions.

The Treasury monitors and must approve of all advance refundings. The
Treasury reviews the preliminary and final advance refunding plans as submitted by the
underwriter or financial advisor to ensurc compliance with State statutes and
administrative rules. The Treasury charges a fee for this review.

Underwri Fi

The financial consultants assisting the district with an advance refunding
will prepare and submit to the Treasury a "preliminary” and a "final" advance refunding
plan. The plan will detail the debt issue(s) to be refunded, the purpose of the refunding
and otherwise demonstrate compliance with State law and rules. Plans are not required
for a current refunding.

S0l Board.

The board must additionally authorize the submission of a preliminary
advance refunding plan to the Treasury. This may be accomplished in the resolution that
also authorizes the issuance of the refunding bonds, or may be done with a separate
resolution, depending on the preference of the district.

C. Structuring Options:
The structure of a refunding debt issue depends on the reason the

transaction is being undertaken. For example, a refunding of a COP designed to better
match the payment schedule to a district's available resources would te strucrured to
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produce a debt service patiern that best matched those resources. A refunding designed
to produce debt service savings can be designed to produce all of the savings in the early
years of the issue, in the later years, or uniformly over the issue's life. Most often in a
general obligation bond refunding, the savings are taken uniformly over the life of the
issue.

Current refundings of general obligation bonds and COPs may be used,
under certain conditions, to lengthen the repayment term as wel!. Advance refundings of
general obligation bonds may not be used to lengthen the repayment term. While
lengthening the repayment term may achieve certain objectives of a district (for example,
lowering the annual debt service cost), it also will increase the overall interest expense
bom by a district's taxpayers. The advantages and disadvantages of lengthening thc
repayment term should be cerefully explored before a district structures a refunding issue
to lengthen the term.

In the case of a refunding for debt service savings, an issuer may wish to
only refund a portion of the outstanding bond issue rather than the entire outstanding
amount. This is because the savings achievable with a refunding only come from the
portion of the outstanding debt that is callable. Once bonds are called then the issuer no
longer has to pay the higher in.~rest costs on those bonds. While an escrow can be
designed to pay the interest costs on outstanding bonds that are not callable, there are no
savings attributable to those bonds because the issuer is still paying the original interest
costs on those bonds.

The Refunding Escrow.

The refunding escrow is simply a way of ensuring that the debt being
refunded will be repaid. Proceeds of the new issue are deposited in the refunding escrow
in the form of U.S. Government Treasury securities that come due in an amount and at
a time such that the debt being refunded is assured of being repaid.

Structuring a refunding escrow, particularly for an advance refunding, is
a complicated mathematical problem. Underwriters or financial advisors who -aintain
a specific expertise in such structuring should be consulted early in the financing process.
The refunding escrow is usually subject to federal tax law yield restrictions which may
require the use of special Treasury securities in the escrow. With these securities (called
State and Local Government Securities, or SLGS) a subscriber may legally designate a
specific yield (lower than current market yields) on the security, up to a limit, such that
the escrow yield does not exceed the allowable limits imposed by Federal Treasury
regulations. Structuring these escrows is usually done with specialized computer software.

As noted above, in an advance refunding, the escrow design will be
verified by a CPA firm acting as escrow verification agent.

D. Federal Tax Restrictions:
The federal tax regulations on advance refundings are extremely complex.

The rules on current refunding are much less rigorous. School districts should consult
with bond counsel in the planning process to determine the applicable tax law restrictions.



E. Applicable Oregon Statutes and Administrative Rules:

Refer to ORS 328.280 (Appendix C) for funding and refunding of district
indebtedness. OAR 170-62-000 provides the State Treasurer's advance refunding
guidelines (Appendix D).

F. Method of Sale:

Sale of refunding debt issucs are subject to the same rules and laws as
other debt issues of the same type. Issuers may elect either negotiated or competitive
sales of a refunding debt issue.

G. Timing Considerations:

The timing considerations applicable to refundings are similar to those
concerning "new money" issues. However, in refundings to produce debt service savings,
the issuer is even more sensitive to bond market conditions on the date of sale. Flexibility
of sale date may be more critical in a refunding, therefore, than in a "new money" debt
sale.

Transactions with refunding escrows that utilize SLGS are also subject to
a minimum time between bond sale and closing. Subscriptions for SLGS currently must
allow for 15 days between the date for which the order is placed (subscription) and when
the order is filled (the closing date).

H. Examples of Required Documentation: (See Appendix A)

(a) List of required closing documents for a current refunding issue.
() List of required closing documents for an advance refunding issue.
| Questions and Answers:

What is a refunding?

A refunding is a refinancing of outstanding debt. A new issue of debt is sold and
the proceeds used (usually in an escrow) to pay off some or all of an old issue.
A refunding does not raise "new money" but simply provides for the refinancing
of outstanding debt.

Why would a district want to refund an old issue?

The most common reason is to reduce debt service costs when interest rates have
declined. Refundings may also be used to change legal debt covenants or to
restructure the payment schedule and terms of an outstanding debt issue.

Q. Does the district need voter approval for general obligation refunding bond issues?
How about for a COP refunding?

A. Generally, no. State law allows issues to sell general obligation refunding issues
without voter approval if the issue achieves debt service savings. Please refer to
the section on Measure S for further details on refunding general obligation bonds.
Voter approval is not required for any refinancing of a lease purchase obligation.
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How far do interest rates have to decline before a refunding might produce
savings?

Generally, rates must be 1-3 full percentage points lower before a refunding may
be economically feasible. The ultimate feasibility will depend on the size of the
issue, the call date, the call price and other factors.

Are refundings subject to different federal and state laws than other kinds of debt
issues?

Yes. Both the U.S. Treasury and the State of Oregon have rules that apply
specifically to refundings. These rules are often more restrictive than rules
applying to "new money" bond issues. Issuers should consult Financing Team
members early to ensure compliance with all federal and state laws and
regulations.

Is there a limit to how many times a debt issue can be refinanced?

Yes. Federal regulations sct limits on how many times certain debt issue can be
refinanced. Currently, a good rule of thumb is that an issuer may refinance once
over the life of the original issue. Check with bond counsel for a specific ruling
on your issues.

Who gets the savings on a refunding?

Whoever is paying the debt service. In a general obligation bond, the savings are
returned to the districi's taxpayers in the form of lower tax rates. In a lease-
purchase/COP, the district directly benefits from the lower debt service payments
due from the general fund.

What is an "advance" refunding?

Unlike a home mortgage, most bond issues cannot be prepaid at any time but can
only be retired ("redeemed" or "called") after a certain specified date. In an
advance refunding, the issuer sells new bonds before the old debt issue is callable.
The money is deposited in an escrow that makes all principal and interest
payments on the old debt until that first call date, then provides the funds to call
and retire all the old debt. An advance refunding, then, allows an issuer to lock
in savings now even though the old debt may not be callable for years.

Does the district need to budget for the old debt once it has been refunded?

Even though the old debt has been "refunded”, as long as it is still being paid by
the escrow, the debt is still legally "outstanding". The district should make
provisions in its budget to account for the old debt as a requirement and th
escrow proceeds as a resource. Generally, this is true with an advance refunding.

What are "present value" savings?

Present value is an economic term that translates future savings/costs into current
dollars. It incorporates the concept that a dollar received today is worth more than
a dollar received tomorrow. In arefunding, most debt service savings occur over
a 5-10 year period. The "present value” of those savings provides an issuer with
means of valuing those savings in today's dollars.
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SECTION V1.
FEDERAL AND STATE TAX TREATMENT

The federal government has become increasingly aggressive in regulating
and restricting tax-exempt debt. This section contains a brief overview of federal tax
law restrictions on school district bonds and obligations. The tax restrictions unique to
TANs and TRANs are addressed in Section IV.

A school district issuing tax-exempt obligations is responsible for the
initial and on-going monitoring of the usc and investment of all funds related to a tax-
exempt borrowing. Bond counsel can advise the district ca how to comply with these
requirements.

A. How to Avoid Private Activity Bond Status:

The Internal Revenue Code of 1986, as amended (the "Code™), prohibits
the use of bond and COP proceeds from being used directly or indirectly by any private
person or the federal government. Under the Code, a bond is a private activity bond if
it is part of an issue in which (a) more than 10 percent of the proceeds are used in the
trade or business of any person other than a governmental unit, and (b) more than 10
percent of the payment of principal or interest on the issue is directly or indirectly secured
by profit used in the trade or business. These prohibitions apply to corporations, federal
agencies, nonprofit organizations and individuals. The Code does permit certain types of
private activity bonds to be exempt for specific uses which in most cases will not apply
to school districts. Certain nonprofit organizations which qualify under Section 501(c)3)
of the Code may use bond financed property if certain stringent rules are met.

The most common situation where private activity may posc a problem
is if a district leases tax-exempt financed property to a private business. For example,
if a district leases excess space in the school administration building to a private firm and
the aggregate of such private use con.  utes more than 10 percent of the financed
property, the bonds issued to finance the property would become taxable.

If a district's food services or transportation services are to be run by a
private management compazy, such activity will also cause taxability of interest unless
the district meets certain stringent management contract guidelines.

The basic management contract guidelines are as fellows:

1. The term of the contract cannot exceed five years, including
renewal options;

pA At least 50 percent of the management compensation is on a
periodic fixed fee basis, and no compensation is based on a net
profits basis; and

3. The district must have the option of cancelling the management
contract without penalty in not more than three years.

Bond counsel should review any management contract, lease or other
agreement which a district thinks may have private activity implications.

b1
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If certain nonprofit organizations which qualify under Section 501(c)3)
of the Code use bond financed property, the bonds still may be tax-exempt. Note in
particular, that leasing to the federal government is not allowed.

B. Arbitrage and Investment Restrictions:

The Code regulates the investment of bond proceeds. These regulations
are referred to as the arbitrage rules. Arbitrage is the positive difference between the
interest eamed on bond proceeds and the interest paid by the district on the bonds. There
are two basic sets of rules governing the investment of bond proceeds:

1. The yield restriction rules; and
2. The rules requiring rebate of arbitrage to the federal government.

Failure to meet these rules can cause the bonds to become taxable
retroactively.

()  Yield Restrction

Absent an exception, the Code restricts investment of the proceeds of the
bonds and investments to a materially higher yield (more than 1/8 of 1 percent) on the
bonds. Yield is a very technical term, but generally refers to the rate of return on the
investments or the rate of interest paid on the bonds. There are several notable exceptions
to the yield restriction rules.

° Three-Year Temporary Period. Proceeds may be invested in an
unrestricted yield for construction and acquisition projects if the
district expects that 85 percent of the spendable proceeds of the
bonds and investment eamings will be expended on capital
projects within three years of the date the bonds are issued.
Expendable proceeds are original proceeds minus (1) the amount
deposited in a reasonably required reserve fund and (2) the amount
of any proceeds plus investment camnings expended within a
temporary period in payment of debt service on the issue. In
addition, within six months from the datc of the issue the district
must incur a substantial binding obligation, such as a construction
contract or acquisition of the property to be financed equal to the
lesser of $100,000 or 2% percent of the proceeds of the bonds.
Construction of the project must be pursued with due diligence
by the district.

° Reasonably required reserve funds. On COPs, the underwriter will

require the district to establish a reserve fund. The reserve fund
may be financed from the proceeds of the issue and invested at
an unrestricted yield so long as it is limited in size to the lesser
of 10 percent of the proceeds of the issue in an amount equal to
the maximum debt service of the issue or 125 percent of the
average annual debt service of the issue. Additional resources of
the district may be pledged as reserve but must be yield restricted.

o Bona fide debt service fund. Accounts estatlished by the district
solely to pay debt service on the bonds may be invested an

unrestricted yield to the extent that monies and investment
eamings in the fund are expended at least every 13 months to pay
debt service on the bonds.
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Minar Portion. In addition to the foregoing amounts, the lesser
of 5 percent of the proceeds or $100,000 may be invested in an
unrestricted yield.

()  Rebate Restrictions.

The second set of investment restrictions from the federal government
require rebate of any arbitrage unless certain exceptions are met. The Code provides the

following exceptions:

Bona Fide Debt Service Fund. The debt service fund established
by the district is exempt from rebate to the extent (i) the bonds
or COPs have an average maturity of at Jeast five years and have
fixed interest rates or (ii) the fund is depleted annually to repay
the debt service and earns less than $100,000 per year.

Small Jssuer Exception. The school district expects to issue not
more than $5 million of tax—exempt obligations within the
calendar year. Under this test, not only bonds, but any lease-
purchase obligations and TANs or other borrowings of the district
count towards the $5 million limit.

Six-Month Exception. No rebate is required if 100% of proceeds
and investment earnings are spent within 6 months of the closing
date.

Construction Exception. 75 percent or more of bonds, the
proceeds of which will be used for construction are exempt from
rebate requirements if th:; bond proceeds are spent and investment
camings are spent within two years following the date of issuance
in minimum increments. Should the expenditure requirement not
be met, a rebate is required or if the penalty option is elected at
the time of bond issuance, the penalty equal to 1.5 percent of the
under expended amount must be paid. The periods and
percentages for expended gross construction proceeds are as
follows:

6 months after ssuance 10%

1 year after issuance 45%

18 months after issuance 75%

2 years after issuance 95% (5 percent may be held as
retainage)

3 years after issuance 100%

Even if the district has complied with one of the rebate exceptions, it
should have bond counsel, an accounting firm or other recognized expert compute any
rebate liability. Every five years from the date of the issue, the district must pay 90
percent of the rebateable amount owing to the federal government for the preceding five-
year period. Any remaining rebate amount must be paid within 60 days of the final
maturity or earlier redemption of the bonds.
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C. Bank Qualified Obligations:

A school district may benefit from substantial interest savings by
designating its bonds as "qualified tax—exempt obligations.”" This designation is available
to districts which reasonably expect to issue $10 million or less in tax-exempt debt in any
calendar year. This special designation is permitted by Section 265(b)3) of the Code
which provides an exception to the rule that banks and other financial institutions
requiring tax-exempt obligations may not deduct their interest expense.

D. Registration:

The Code requires new issues of tax—exempt securities with maturities of
one year or more to be in registered form (owners of registered bonds are recorded by
name and address in the bond register maintained by the bond registrar and all subsequent
bondowners are also recorded). Securities may be registered generally in certificate form,
or full book—entry form. When registered in certificate form, the investors hold the
physical certificates representing the principal amount of bonds they own (most often in
denominations of $5,000, or multiples of $5,000). When a full book-entry system of
registration and processing is used, no physical certificates are issued to the investors and
all processing is accomplished electronically. In each instance, the bonds are identified
according to the number assigned to an issue (CUSIP number), the interest rate and the
year of maturity.

The Depository Trust Company ("DTC"), a depository company in New
York, is the most frequently used entity for electronically processing the receipt and
payment of principal and interest to bondowners. This service is a cost of the bond
purchaser, not the district. Electronically processed debt service payments should provide
a net savings to the district since it potentially reduces paying agent fees.

E. IRS Information Reports - Form 8038-G:

The Code requires a school district issuing tax-exempt debt to file with
the Internal Revenue Service an information report (IRS Form 8038-G or IRS Form
8038-GC) containing information on the district, the issue, the property financed, and
such other information as may be required by the Treasury Department. Bond Counsel
will prepare this document as part of the bond closing documentation. This requirement
applies to all tax—exempt obligations including small equipment leases.

F. Reimbursement Rules:

The Internal Revenue Service has proposed rules which require a school
board to take certain actions prior to incurring any costs for which the district will be
reimbursed for out of tax-exempt obligations. In April 1991, the Internal Revenue
Service published proposed regulations for "reimbursement bonds”, to be effective as of
September 7, 1991. The IRS announced on August 23, 1991 that the "final regulations
on reimbursement bonds will not apply to bonds issued prior to the date that is 30 days
after the date on which the final regulations are published in the Federal Register".
"Reimbursement bonds” are bonds the proceeds of which are used to pay back to the
district funds previously expended by the district for acquisition and construction projects.
THE NEW REGULATIONS WOULD HAVE A SEVERE IMPACT ON
PROCUREMENT PRACTICES OF SCHOOL DISTRICTS. The final regulations have
not been published as of the date of this manual. You are advised to consult bond counsel
regarding the status of this regulation.
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G. Caution-Tax Rules Ever Changing:

Federal tax rules are subject to constant change. These changes occur
because of legislative changes to the Code, changes in the Treasury regulations and the
issuance of new IRS rulings. Failure to abide by these new or revised rules and
regulations can result in severe financial and legal consequences to the district. The
foregoing discussion is a brief overview of an extremely complex area of law. Bond
counsel will help a district with any of these tax-exempt bond questions. A school
district issuing tax~exempt debt should not hesitate to call bond counsel if any tax issue
question arises either before, during or after a particular financing; bond counsel are
generally only paid for their advice out of the proceeds of an issue at the time of closing.
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SECTION VIL.
SECURITIES LAW (DISCLOSURE)
A SEC and MSRB Regulation of Underwriters and School Districts:

There is a definite trend towards increased regulation of municipal
securities such as school district bonds and COPs. While municipal securities are
generally exempt from the registration requirements of the Securities and Exchange Acts
of 1933 and 1934, they remain subject to the anti-fraud provisions of Section 17(a) of the
1933 Act, Section 10(b) of the 1934 Act and Rule 10b-S promulgated pursuant to the
1934 Act. These provisions prohibit the sale of securities (including municipal securities)
using interstate commerce or the mails, in a fraudulent manner. Both Section 17(a)2) and
Rule 10b-5(b) prohibit making "any untrue statements of a material fact or any omission
to state a material fact necessary in order to make the statements made, in light of the
circumstances under which they were made, not misleading." School attorneys familiar
with official statements will recognize these standards which they and their clients are
asked to opine on.

These c.ati~fraud provisions apply only to information that a school district
provides; they dc not require that the school district disseminate or produce an official
statement. However, with certain limited exceptions', under SEC Rule 15c¢2-12 (the
"Rule"), effective January 1, 1990, underwriters must obtain and review a "near final"
official statement and contract with the district to receive copies of a final official
statement.

Although the requirements of the Rule apply to underwriters, the indirect
consequences are that districts are required to provide "near final" and final official
statements to underwriters according to the time restraints imposed by the Rule. More
specifically, the Rule requires, in a competitive sale, that a "near final" official statement
be received by the underwriter before bidding on a bond issue and, in a negotiated sale,
the underwriter must obtain a copy of the near final official statement before the earlier
of (a) the date on which the underwriter signs the bond purchase agreement or (b) the first
sale of the bonds. A "near final" (also called a "deemed final") official statement must
be complete in its disclosure about the district and can only omit certain information
concerning the terms of the municipal securities and the underwriter.

' The Rule does not apply to securities that fit within one of the following exceptions:

(1) The Rule does not apply to municipal securities in the aggregate principal amount of less than $1
million.

(2) The Rule does not apply to municipal securities that are issued in denominations of $100,000 or
more if any of the following exemptions can be met:

(a) the securities are sold to no more than 35 sophisticated investors who are purchasing for
their own account and not for resale to others and who have sufficient knowledge and experience in
financial and business matters that they are capable of evaluating the merits and risks of the prospective
investment,

(b) the municipal securities have a maturity of 9 months or less, or

(c) the municipal securities may be tendered for redemption or purchase at the option of the
holder at par or greater at least every 9 months until the maturity date of the municipal securities.
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With respect to the delivery of a final official statement, the underwriter
must contract with the school district to receive sufficient copies within seven busincss
days after the bonds are sold to the underwriter. This requirement necessitates, in a
competitive sale, that school districts request in the bid form that underwriters indicate the
number of copies needed and that the district agrees to pay for such copies within a
reasonable limit.

In many offerings, preliminary official statements are also used. The Rul:
does not require that they be prepared. However, Oregon statutes require school districts
to prepare proliminary official statements. The Rule requires an underwriter in a
negotiated sale to deliver them to any potential customer that requests one. Further, since
the distribution of a preliminary official statemcnt is viewed as an "offer to sell”, school
districts will be required to "deem final" such preliminary official statements.

Not only has the SEC imposed additional disclosure responsibilities on
underwriters and, indirectly on school districts, the Municipal Securities Rulemaking
Board (the "MSRB") has also joined the act. Effective January 1, 1990, MSRB Rule G-
36 requires underwriters to send copies of final official statements and Form G-36 to the
MSRB unless the issue qualifies for an exemption under the Rule. Again, although
MSRB Rule G-36 applies to underwriters, the dissemination of final official statements
to yet another source furthers the emphasis that will be placed on the accuracy of
disclosure.

B. 1991 GFOA Disclosure Guidelines:

Given the increased pressure put on underwriters to obtain and review
disclosure documents, it is no surprise that new guidelines which increase the amount and
detail of such disclosure were forthcoming. The Disclosure Guidelines for State and
Local Government Securities (the "Guidelines™) were produced by the Government
Finance Officers Association (the "GFOA") and released in 1991. The Guidelines update
guidelines for official statements first released in 1976 and last updated in 1988. They
differ from the 1988 version in the following areas:

Format.

The Guidelines provide a standardized format for official statements. No
format was provided in the 1988 version and the one which has developed in the
marketplace differs from that suggested by the Guidelines. With respect to the cover
page, the Guidelines suggest reducing the amount of textual information contained on the
cover page, including maturity dates, principal amounts und interest rates in columnar
form, and including a wamning statement that the cover page is a summary that is not to
be relied upon. The Guidelines also recommend the inclusion of an introduction which
is more exten-ive than previous introductory or summary statements.

Content.

Although the general categories of information recommended for inclusion
are similar to those currently included in official statements, the suggested scope of such
information has expanded. For example, the Guidelines suggest including information on
environmental risks, historical and current data concerning retail sales and commercial and
savings bank deposits, and five year trends for financial data.
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The new section on continuing disclosure recommends that school districts
provide, on an annual basis, information useful to the secondary market (¢.g. a
comprehensive annual financial report) to national municipal reposituries, trustees and
other interested parties. The Guidelines also suggest updating the secondary market on
pending judicial, administrative or regulatory proceedings that may significantly affect a
school district's outstanding securities.

Procedural Statements.

The procedural statements were included by the GFOA to provide school
districts with recommended procedures for providing information tu underwriters,
investors, and other parties involved in a municipal securities transaction. They are an
useful guide to the roles and responsibilitics of the parties to a municipal securities
offering and sale.

Appendices.

Finally, the Guidelines include extensive appendices which provide
extracts from the Disclosure Handbook for Municipal Securities (1990) of the National
Federation of Municipal Analysts. These extracts provide disclosure recommendations for
specific types of municipal securities offerings (e.g. general obligation bonds, genvral
obligation notes, certificates of participation, etc.).

Although the Guidelines are "merely” suggestion., it is incumbent upon
school districts and their Financing Team to carefully review the national standards set
forth in the Guidelines given the increased enforcement toois recently provided to the
SEC.

C. Summary:

In summary, the developments in the regulation of municipal securities
are threefold. First, school districts and their counsel are under increased pressure to
provide disclosure documents according to the timelines of the Rule. Second, the national
standards for disclosure have increased in scope and detail. Third, the penalties and
enforcement reach of the SEC with respect to fraudulent disclosure have increased. These
developments necessitate that school districts work closely with their counsel, bond
counsel, financial advisor, underwriter and school attorney to assure the accuracy and
timeliness of all disclosure documents.



SECTION VIII.
EFFECTS OF MEASURE §

On November 6, 1990, the voters of the State approved an amendment to
the Oregon Constitution (Section 11b, Article XI) ("Measure 5") which limits the amount
of property taxes which may be imposed by municipalitics. Measure 5 uses many terms
which do not have established meanings under Oregon law. To clarify the provisions of
Measure S, the Legislature enacted House Bill 2550 and House Bill 3048. House Bills
2550 and 3048 took effect on September 29, 1991. Measure 5 does not affect the
statutory authority of school districts to issue debt: it simply limits the amount of
property taxes which can be used to pay debt service on certain types of debt instruments.

A. Measure 5 Generally:

Measure 5 created a new definition of "property taxes” which includes not
only ad valorem property taxes, but also other fees and charges imposed by a school
district upon property or upon a property owner as a direct consequence of ownership of
that property. Many of these fees and charges were not previously defined as "property
taxes" under Oregon law. Measure 5 has separate limits for property taxes which are used
for school purposes and those used for other governmental purposes.

beginning in the fiscal year commencing July 1, 1991, taxes imposed on
property are to be separated into two categories, one for property tax revenues raised to
fund school districts and one for revenues raised to fund government operations other than
schools. For public school systeras, Measure 5 phases in the amount of the property tax
limitation over a five-year period according to the following schedule:

Maximum Allowable Rates: Combined School Taxes

For Each $1,000 of Real Market Value
School Property

Fiscal Years Taxes

1991-1992 $15.00

1992-1993 12.50

1993-1994 10.00

1994-1995 7.50

1995-1996 and thereafter 5.00
B. Exemptions from Property Tax Limitations:

Section 11b, Article XI of the Oregon Constitution exemp ‘rom its
property tax limitations:

tax=s imposed to pay the principal and interest on bonded
indebtedness incurred or to be incurred for capital
construction or improvements, provided the bonds are
offered as general obligations of the issuing government-
al unit and provided further that either the bonds were
issued not later than November 6, 1990, or the question
of the issuance of the specific bonds has been approved
by the electors of the issuing governmental unit.

Or. Const. Art. XI, § 11b(3)b).
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The Legislature has defined "exempt bonded indebtedness” to incorporate
these exclusions from Measure 5's property tax limitations. Section 213(3)Xb) of 1991 Or.
Laws, Chapter 459 (House Bill 2550) excludes "exempt bonded indebtedness” from the
property tax limitations of Measure 5. Exempt bonded indebtedness is defined in Section
210 of the bill and must meet the definition of "bonded indebtedness™ found in Section
210. "Bonded indebtedness” is defined as any formally executed written agreement
representing a promise by a unit of government to pay another a specified sum of money,
at a specified date or dates at least one year in the futy

There are three categories of exempt bonded indebtedness. They are:
1) bonded indebtedness authorized by a specific provision of the Constitution; 2) bonded
indebtedness issued on or before November 6, 1990 for capital construction or
improvement; and 3) voter—approved bonded indebtedness issued after November 6, 1990
for capital construction cr improvement. Thus, issued and outstanding bonds will not be
counted against the Measure S property tax limitation as long as they were originally for
"capital construction" or "capital improvements". Also, bonds approved by voters for
"capital construction” or "capital improvements" issued after November 6, 1990 are not
subject to the property tax limitations of Measure 5.

In addition, the definition of "exempt bonded indebtedness” include bonds
that refund or refinance outstanding bonds, as long as the prior bonds were for capital
construction or capital improvement when issued. Accordingly, refunding bonds will not
be countzd against the Measure S property tax limitations, nor will they require voter
approval, as long as they refund bonds that were for "capitai construction" or "capital
improvement” when originally issued and meet the requirements discussed in Section E
of this chapter.

C. Definition of Capital Construction and Capital Improvement:

Section 210 of House Bill 2550 contains definitions of capital
construction and capital improvements. "Capital construction” is defined as:

the construction, modification, replacement, repair,
remodeling or renovation of a structure, or addition to a
structure, which is expected to have a useful life of more
than one year, and includes, but is not limited to:

(a) Acquisition of land, or a legal interest in land, in
conjunction with the capital construction of a structure.

(b) Acquisition, installation of machinery or equipment,
furnishings or materials which will become an integral
part of a structure.

(c) Activities related to the capital construction, such as
planning, design, acquisition of interim or permanent
financing, research, land use and environmental impact
studies, acquisition of permits or licenses or other
services connected with the construction.

(d) Acquisition of existing structures, or legal interests in
structures, in conjunction with the capital construction.

1991 Or. Laws, ch. 459 § 210(17) (Enrolled House Bill 2550).
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"Capital improvements" is defined in Section 210 to include "land,
structures, facilities, as that term is defined in ORS § 288.805, machinery, equipment or
furnishings having a useful life longer than one year." Id. at § 210(19). The definition
of facilities found in ORS 288.805 includes "real property, including land, streets and

. other improvements, betterments, appurtenances, structures and fixtures, and personal
property that is functionally related and subordinate to real property.” ORS § 288.805.

House Bill 2550 makes these definitions part of ORS Chapter 310 (on
levying property taxes), but also makes them applicable to the "revenue and tax
laws. . .and for purposes of section 11b, Article X1 of the Oregon Constitution." Id. at
§ 210. Therefore, these definitions apply wherever bonds are subject to the property tax
limitations of Measure S.

D. Limited Tax Bonds:

In addition to general obligation bonds, a school district may issue limited
tax bonds' if authorized by a resolution or ordinance of its governing body. 1991 Or.
Laws, ch. 902 at § 99(2) (Enrolled House Bill 3048). When issuing limited tax bonds,
the district may establish, or allow its employee to establish, the various terms of the
bonds. Id. at § 99(3)Xa). Also, the district may pledge as additional security for the
bonds other revenues (from whatever source derived) not otherwise restricted by law to
payment of other obligations. Id. at § 99(3Xb).

In addition, the district is allowed to enhance the security of limited tax
bonds by granting mortgages, trust deeds or security interests in property financed by the
limited tax bonds. Id. at § 99(3)c). The security of the limited tax bonds may also be
enhanced by a "credit enhancement device,” which is defined as "a letter of credit, line
of credit, municipal bond insurance policy, standby purchase agreement or other device.”
Id. at § 99(3Xd).

The issuer may also enter into agreements with bond trustees or covenants
for the benefit of bond owners or providers of credit enhancement devices for bonds. Id.
at § 99(3Xe). In addition, the issuer may establish a debt service reserve for the purpose
of paying all amounts owing on such bonds when due. Id. at § 99(3X¥).

A . urity interest granted pursuant to Sections 98 to 101 of 1991 Or.
Laws, ch. 902, "shx. attach and be perfected on the date the security interest is granted
or the date the governmental unit takes possession of the property in which the security
interest is granted, whichever is later. . . .[and] shall have priority over all other liens and
claims." Id. at § 99(4).

E. Conditions for Issuing Refunding General Obligation Bonds:

Refunding general obligation bonds may be issued without + **~- pproval
if the refunding bonds "replace an issue of outstanding general obligation 5 which
were incurred for capital construction or improvements." 1991 Or. Lay . .. 902 at
§ 100(1Xb). Subsection (2) specifies under which circumstances the refunding bonds are
deemed to replace outstanding bonds.

! A limited tax bond is defined as "a bond or other obligation which is a full faith and credit obligation, and which
is payable from any taxes which the issuer may levy within the limitations of Section 11 or 116, Article XI, of the Oregon
Constitution.” 1991 Or. Laws, ch. 902, ai § 98(8) (emphasis added).
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"Refunding general obligation bonds shall be deemed to replace
outstanding general obligation bonds if 1) the refunded bonds are paid, or legally deemed
paid', upon issuance of refunding bonds; and 2) the refunding bonds' net proceeds are
used to pay only the costs of issuance of the bonds and the debt service on the refunded
bonds; and 3) the bond refunding satisfics at least one of three tests. Id. at § 100(2).

The three tests are essentially financial in nature and appear to ensure that
refunding bonds issued under Section 100, which do not require voter approval, do not
increase property taxes. The tests, only one of which need be satisfied, are: 1) the
principal amount of the refunding bonds does not exceed the outstanding principal
amount of refunded bonds, plus ary authorized but unissued bonds; 2) on the date of
issuance the total principal and interest payments on the refunding bonds does not exceed
that of the refunded bonds; or 3) the present value of the debt service on the refunding
bonds does not exceed that of the refunded bonds, both calculated at the refunding bond

yield. Id. at § 100(2)Xc).

Refunding general obligation bonds that meet these requirements are
deemed to have been issued on the date of issuance of the general obligation bonds being
replaced. Id. at § 100(3Xa). This permits general obligation bonds issued prior to
November 6, 1990 which were not voter-approved to be refunded without voter approval
and not count against the property tax limitations of Measure 5.

If the bonds to be replaced were voter approved, the refunding bonds are
deemed to have been specifically voter approved at the same time as the refunded bonds.
Id at § 100(3)b). This allows general obligation bonds that were voter-approved to be
refunded without voter approval and not count against Measure S's property tax
limitation.

There is also a provision in Section 100 of Chapter 902 that deletes the
requirement of stating the principal amount of refunding bonds in the ballot measure if
the refunding bonds comply with the requirements previously discussed.

F. Short-Term Borrowing:

Section 101 of House Bill 3048 allows a district to make certain short-
term borrowings and pledge certain funds for their repayment. All borrowing authorized
under this section mu.t comply with any applicable limitations imposed by the
Constitution or other laws, ordinances or resolutions. 1991 Or. Laws ch. 902 § 101(1)
(Enrolled House Bill 3048).

A district may borrow money by entering into a credit agreement, or by
issuing notes, warrants, commercial paper or other obligations. Id. at § 101(1). The
money may be borrowed: 1) in anticipation of taxes, grants or other revenues; 2) to
provide interim financing for capital assets to be undertaken by the governmental unit; or
3) to refund obligations authorized under this section. Id.

To secure any of these obligations, the district is authorized to "pledge its
anticipated taxes, grants, other revenues, the proceeds of any bonds or other permanent
financing" or pledge any combination thereof. Id. at § 101(2Xa). In addition, the district
may segregate any pledged funds into separate accounts, enter into contracts with third

! Refunding bonds are deemed paid for this purpose if: 1) the provisions of the documents authorizing their
issuance deem them paid, or 2) the governmental unit complies with ORS 288.677, which allows an irrevocable escrow
of funds to pay the principal and interest of the refunded bonds. Id. at § 100(5).
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parties to provide additional security for obligations, establish any reserves deemed
necessary for repaying the obligation, and agree to covenants and provisions for the
protection and security of the owners of the obligations. Id.

Section 101 grants to districts broad authority o issue these obligations
in any form and with any terms, including floating rate obligations and provisions for
redemption at the option of the owner. Id. at § 101(6). Another provision allows these
obligations to be sold at public or private sales upon terms the district, or State Treasurer,
find -advantageous, with disclosure only as they deem appropriate. Id. at § 101(8).

However, obligations issued under this section must also comply with
ORS 287.040 which requires the issuer to give prior notice of the proposed issuance to
the Oregon Municipal Debt Advisory Commission in such form and at such time as the
commission may specify. ORS 287.040. Nonetheless, these grants of broad authority
give districts great flexibility in obtaining short-term financing without voter approval.

The district, or State Treasurer, may contract with third parties to serve
as agents for the issuance, payment, and authentication of such obligations. Id. at

§ 1010(7).
G. Authorization of Negotiated Sale or Competitive Bid:

House Bill 3048 amends ORS 287.028 to authorize a "municipality” to
negotiate the sale of its bonds, subject to a report by an expert advisor, or sell its bonds
at a public competitive bid sale. 1991 Or. Laws, ch. 902 § 95(1) (Enrolled House Bill
3048). This provision effectively allows an issuer to negotiate the sale of any of its
bonds. Prior law had limited the negotiated sale of bonds to certain categories of bond
transactions.

As used in ORS Chapter 287, "Municipality" is defined as "this state's
political subdivisions and municipal, quasi-municipal and public corporations authorized
by law to issue bonds." ORS 287.001. In Oregon, school districis have been defined as
both political subdivisions of the state and as quasi-municipal corporations. See, £.g.,
Vendrell v. School Dist. No, 26C, Malhuer County, 226 Or. 263, 360 P.2d 282 (1961)
(school district is a political subdivision of the state); Monaghan v. School Dist, No. 1,
Clackamas County, 211 Or. 360, 315 P.2d 797 (1957) (school district is a civil division
of the state and is a quasi-municipal corporation).

Therefore, a school district, as a "municipality,” may now choose to either
negotiate the sale of its bonds or continue to sell them at a public competitive bid sale.
If 2 negotiated sale is chosen, the amendment to ORS 287.028 requires the issuer to
"engage an expert advisor who shall deliver to the issuer a report evaluating the terms of
the proposed negotiated sale, prior to sale of the bonds." 1991 Or. Laws, ch. 902

§ 95(1).

Section 105 of House Bill 3048 amends ORS 288.885 which lists several
requirements for any public competitive bid sale of bonds. Previously, subsection (3) of
ORS 288.885 required notice of a proposed bond sale of $3 million or more to be
published in at least one issue of a national financial newspaper not less than ten days
preceding the date of the proposed sale. The bill amends the dollar limit for which such
notice is required from $3 million to $10 million. d. at § 105.
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H. Judicial Review Procedures:

House Bill 2550 provides some protection for school districts if taxpayers
challenge imposed taxes. House Bill 2550 provides judicial review procedures to allow
school districts to obtain some certainty on whether a particular item constitutes bonded
indebtedness exempt from Measure 5's limits. The provisions are intended to minimize
the risk to school districts of misclassification by providing taxpayers, prior to imposition
of a fee or tax, notice of classification and an opportunity to challenge the same. The
provisions apply to new ordinances which impose and revise fees and charges or include
taxes on new bonded indebtedness, and to existing resolutions or ordinances establishing
fees and charges or imposing taxes for bonded indebtedness.

House Bill 2550 provides that the Oregon Tax Court shall have exclusive
jurisdiction over taxpayer challenges based on Measure 5. Section 26 of House Bill 2550
is incorporated into the current statutory powers of the Oregon Tax Court. Or. Laws, ch.
959, § 26. The Oregon legislature established the tax court as part of the judicial branch
of state government. ORS 305.405. The Oregon Tax Court is the "whole, exclusive, and
final judicial authority for the hearing and determination of all questions of law and fact
arising under the tax laws of this state." ORS 305.410(1). See Department of Revenue
v. Ouigley, 294 Or. 304, 655 P.2d 1058 (1982). House Bill 2550 also provides that
Measure 5 cases must be given case priority over other pending cases.

House Bill 2550 provides that only "interested taxpayers" (i.e. those
subject to the: challenged fee or charge) have standing to file in the Oregon Tax Court.
Further, the suit must be filed by at least ten such interested taxpayers and they can file
suit only within specified time frames.

As a general matter, the taxpayers must file suit within 60 days of certain
actions taken by a school district or they waive the right to challenge the classification.
If the school district's resolution approving the bonded indebtedness contains a
classification of the indebtedness as "exempt bonded indebtedness” then the 60-day
period begins from the date the resolution is approved. If no classification is adopted,
then the 60-day period begins when tax statements are mailed for the tax year in which
taxes are first imposed to repay the bonded indebtedness.

If the school district adopts the classification in a r+solution or ordinance,
notice must be published in a newspaper within general circulation in the county in which
the school district is located. If no such paper exists, the notice must be published in a
newspaper of general circulation in a contiguous county. The notice must be published
within 15 days after adoption of the ordinance or resolution containing the classification.
In addition, the notice must:

(a) Appear in the gencral news section of the
newspaper, not in the classified advertisements;

(b) Measure at least three inches square;

(c) Be printed in a type size at least equal to
8-point type; and

(d) State that the school district has adopted
a resolution or ordinance classifying one or more of its
taxes, fees, charges or assessments as not being subject
to the limits of scction 11b, Article XI of the Oregon
Constitution, that the rcader may contact a designated
individual within the school district to obtzin a copy of

-6 -
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the ordinance or resolution, and that judicial review of
the classification of the taxes, fees, charges or
assessments may be sought within 60 days of the date of
the resolution or ordinance.

Since House Bill 2550 establishes that the Oregon Tax Court shall have
exclusive jurisdiction and Oregon case law recognizes such jurisdiction, if the school
district adopts the classification, provides the required notice, and waits 60 days, or if 60
days has passed since the mailing of the tax statements, and if no suit is filed, a school
district can be reasonably certain that the fees or charges may be imposed without risk of
a court later declaring the fee or charge subject to Measure 5's limits. If a suit is filed in
the Oregon Tax Court within the 60—day period, House Bill 2550 provides that a review
of the Oregon Tax Court's decision can only be by appeal to the Oregon Supreme Court.
To preserve the right to appeal, the taxpayers must file a notice of appeal or writ of
review within 30 days of the Oregon Tax Court's judgment.

-3
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SECTION IX.
RATINGS AND CREDIT ENHANCEMENTS
A, Ratings and Rating Agencies:

A primary goal of school districts issuing any type of debt is to obtain the
lowest possible interest rate. The interest rate received on any debt issue is directly
related to investors' perception of the value of that debt. This perception is based on
many factors, but a very important factor is the credit quality of the debt.

A school district can often enhance the perception of its credit quality,
and obtain lower interest rates, by obtaining a rating of its debt by a national credit rating
agency. These agencies are for-profit corporations whose staff, for a fee paid by a
school district issuer, will analyze the credit quality of a particular debt issuc. The rating
agency will then assign one of a number of standardized ratings ("A" or "AAA" for
example) to that issue. (See Appendix A for a sample rating report) In general, the
higher the debt rating the lower the interest rate that investors will accept.

There are three major rating agencies that analyze school district debt.
These are Moody's Investors Service, Inc., Standard & Poor's Corporation and Fitch
Investors Service. All threc agencies are headquartered in New York and all but Fitch
have rating offices in San Francisco. Moody's and Standard & Poor's are the best known
agencies and provide ratings for the most debt issues. Fitch has recently made efforts to
expand its business among local governments but has not as yet (October 1991) provided
a rating for an Oregon school district.

All three agencies have a standardized series of rating symbols. As an
example, Moody's rates school district long~term debt issues on a scale of Aaa (the
highest category) to D (a security that is in default). The lowest rating that is considered
“investment grade" by Moody's is Baa. All three agencies' symbols are similar but all
have slight variations. Please refer to Appendix A, for a listing of the various systems.

There are separate rating symbols assigned to short-term debt obligations
such as tax and revenue anticipation notes. Descriptions of the ratings symbols used in
snort-term debt ratings are also included in Appendix A.

B. What Determines a Rating?

In general, a particular rating is assigned to a debt issue based on a rating
agency's opinion as to the probability of timely payment of principal and interest on that
issue.

Although not a compl- "~ listing, the following factors are among the most
important in a rating analysis:

Financial Analysis.

Prior budgets and audited financial statements are reviewed to determine
if adequate resou. ies are available to pay debt service. For debt that is to bc repaid
primarily from property tax collections, factors such as concentration of property in one
or two large taxpayers, real market value growth, tax delinquencies and similar items are
considered.
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Debt Structure.

A rating agency will also examine how the debt issue is structured.
Among the questions asked by a rating agency are:

* Is repayment deferred or accelerated?

* Is the length of the debt related to the useful life of the
improvements financed?

* What are the district's plans for future debt issuance?

. Does the district adequately plan for future and current capital
financing needs.

mm&nmm’ _mnmnms" )

Among the factors considered in evaluation of the district's local economy
and, therefore, its ability to repay debt are the following:

. Levels of income and growth (or decline) in those levels;
* Diversity and strength of the local employment base;

* Building activity; and

* Population growth.

A number of other economic and demographic criteria may also be
evaluated for the purpose of determining a district's long—term ability to repay its debt.

Administrati I M .

The level of expertise and stability of a district's key management is
cnnsidered an important factor in assigning a rating. This evaluation is not based solely
on objective criteria but also on contact with administrative personnel, examination of
financial reports and other documents and similar factors.

The general discussion set forth above should not be considered an
exhaustive listing of those matters considered in awarding a rating. There is also no
completely objective mcans used to assign a rating on the basis of those factors
considered. This can lead to districts in very similar financial, economic and geographic
conditions being awarded different ratings.

C. How is a Rating Assigned?

The procedure for assigning a rating to a debt issue is largely the same
for all rating agencics, although there are some differences. In general, an analyst will
evaluate the credit quality of the particular issue under review. This analysis is used to
develop a rating recommendation.

The analyst will then take the recommendation to a rating committee. A
rating committee will usually consist of three to five members, some nf whom will be
senior to the analyst. The committee will vote to assign a rating after receiving the
analyst's recommendation. Generally, the rating assigned will be the one recommended.
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It is not unusual, however, for a rating committee to assign a rating other than that
recommended.

There may be an appeals process if a district feels the rating assigned is
inappropriate. Appeals are seldom granted and then only on the basis that the rating
agency did not consider all relevant information in awarding a rating.

D. Should a School District Apply for & Rating?

A school district should apply for a rating on its bond or other debt issue
only if the rating will save the school district money through lower interest costs or if a
district has rated bonds outstanding on which it wishes to maintain its rating. This
determination depends on a number of factors and should only be made after consultation
with the district's Financing Team. There is a cost associated with a rating because of the
rating fee involved and the costs of preparing ratings materials and presentations. These
costs must be more than offset by lower interest costs before a rating should be obtained.
The district's financial advisor or underwriter can provide the information necessary to
make a decision to seek a rating.

A school district is not required v law to seck a rating. Debt can be
successfully issued without a rating unless an issue is very large in size or unless special
factors are present. In fact, it is often better to issue debt without a rating than to issue
with a very low level of rating. Investors are often more concemed about the credit
quality of an issue with a low rating than would be the case of an issue without a rating.
Again, a district should consult its underwriter or financial advisor for advice on whether
to seek a rating.

E. Bond Insurance:

Districts may also enhance investors' perception of their credit ratings by
obtaining a municipal bond insurance policy. Certain insurance companies specialize in
issuing such policies. For payment of a premium at the time of issuance, these
companies will insure the payment of principal and interest on a district's bonds or other
debt obligations. The premium is a one-time cost and a policy of bond insurance is
irrevocable once issued.

School districts or other issuers will frequently obtain a policy of bond
insurance because the rating agencies will substitute the bond insurer's rating for that of
the issuer. In all cases, recognized bond insurers have a Aaa or AAA rating from the
rating agencies. If an issuer has a relatively low rating on its own credit, the substitution
of the bond insurer's rating can lead to substantially lower interest costs over the life of
a bond or other debt issue. Investors will purchase an issuer's debt based on the higher
rating of the bond insurer and will accept lower interest rates based on that higher rating.

In order to make an informed decision to purchase a policy of bond
insurance, a school district should consult with the finance professionals on its Financing
Team. The cost of obtaining a policy of insurance is substantial. It makes financial
sense not to incur this cost unless the interest rate savings from the higher rating are in
excess of the insurance premium. Interest savings must be discounted to current value to
make a correct decision.
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Because the relative market value of purchasing bond insurance fluctuates
with market conditions, a district must have the expert advice of a professional with up-
to-the-minute knowledge of tax-exempt interest rate levels. A school district's
underwriter or financial advisor should be able to provide this information together with
advice on the procedure for obtaining bond insurance.

79



SECTION X.
LOCAL BUDGET LAW

When a bond issue is approved by the voters in a school district, certain
requirements must be met to conform to Oregon's bonding and local budget law. Listed
below are general statements that should be considered:

A, Capital Projects Fund:

A capital projects fund must be established to account for the resources
and expenditures of the bond sale proceeds. The estimated resources and expenditures
must be shown on the budget detail sheets and publication forms in the next fiscal budget
under the column labeled "Budget This Year." (See examples in this Section.)

If voters approve the bonds in the current fiscal year and the bonds will
be sold in the next fiscal year, the bond sale proceeds must be budgeted in the next fiscal
budget before the proceeds can be spent. A capital projects fund must be established to
receive the anticipated bond sale proceeds, from which such capital project costs will be

paid.

If the bond issue passed during the fiscal year, authority to expend
without publication may occur if authorized by the school board. ORS 294.326 (4)
states:

Subsection (1) of this section shall not apply to the expenditures during
the current year of the proceeds from the sale of bonds, whenever the
approval of the bond issue by the people occurs after the budget for the
current year has been adopted by the governing body and the bond sale
occurs in the same year as the approval of the bond. However, subsection
(1) of this section shall apply to the expenditure of money from sale of
bonds which were approved by the people prior to the preparation of the
current year's budget or which were sold in a prior year and carried
forward into the current year.

ORS 287.012 provides that when bonds are sold, the bond proceeds must
be deposited in an improvement fund established for the purpose for which the bonds
were issued. Any proceeds above the principal from the bond sale must be placed with
the principal in the improvement fund or in a debt service fund to repay the bonds.

B. Debt Service Fund:

A debt service fund is a fund established to account for paying pri. - al
and interest on all outstanding debt. There may be several bond issues accounted tor in
one debt service fund. Set up a separate account for each bond issue. Transactions to
record the redemption of outstanding bonds with proceeds of refunding bonds are also
recorded in a debt service fund.

ORS 328.260 provides for a "debt service fund” and a tax levy to pay
the principal and interest. This law also requires that any cash on hand or unused
working capital in the fund must be invested and the earnings used to pay bond principal
and interest.
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Resources cannot be diverted or used for any other purpose. Transfers
from a debt service fund are not allowed in most cases. If allowed by the bond
documents, there are two conditions under which a transfer may be made:

1. Transfer is lawful from a debt service fund to repay an inter-
fund loan.

2. If a surplus remains after all interest and principal are paid, the
fund may be dissolved and the balance transferred to any fund
originally designated by the governing body, or as included in the
bond contract.

Payments for bond principal and interest must be appropriated from a debt

- service fund. If the first payments come due and were not anticipated, appropriations

must be made by a supplemental budget.
C. Structuring Issues:

Forecasting principal payments on bonds is relatively straight forward and
easily obtained from the bond amortization schedule. The first payment may be timed
with your debt service tax levy. Subsequent principal payments will occur at 12 month
intervals, probably falling on the anniversary date of the sale. Scheduling of the initial
principal and interest payments is a structuring issue and you should refer to bond counsel
and your financial consultant for advice. Section Il.c. also provides helpful information
on structuring.

D. Budgeting Principal and Interest:

Oregon's bonding and local budget law requires local governments to
forecast requirements for debt service obligations. This includes disclosure of the due
dates and amounts of both principal and interest. Considerst’~n of these due dates
determines when property tax revenues are collected. For example, if the due date of a
payment occurs July through October the debt service budgeting must occur in the prior
fiscal year and be carried forward as a net working capital.

E. Appropriation:
Appropriation authority must be granted from the district school board

prior to the expenditure of funds. Prior to accomplishing the appropriation resolution,
local budget law must be satisfied in one of the following situations:

1. Estimates incladed in a proposed budget and subsequently
approved by the budget committee and a hearing held by the
school board.

2. Supplemental budget following the same procedure as in 1. above.

3. Authority granted by ORS 294.326(4) (excluding debt service).

F. Failure to Budget Debt Service Requirement:

If bond principal and interest payments come due without adequate funds
» cover the expenditures, the county treasurer is granted broad authority to make the
scheduled payments. ORS 328.265
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G. Bond Sales and Debt Service:

ORS Chapter 287 provides for borrowing and bonds of counties, cities,
and districts, generally. The govemning body of any municipal corporation must follow
the law when incurring an indebtedness by borrowing money or selling bonds. The
importance of disclosure concerning the issuance of municipal bonds has increased in
recent years, requiring complete and accurate financial and economic information by all
issuers. To help local governments deal with this demand for disclosure, the 1975 Oregon
Legislature established the Oregon Municipal Debt Advisory Commission. Staffing of the
commission is provided by the Debt Management Division of the Oregon State Treasury.
The commissicn consists of seven members: the state treasurer; repeesentatives of cities,
counties, school districts, and special districts, and two public members.

The Debt Management Division provides an informational manual, the
"Oreon Bond Manual." It offers advisory services to issuers preparing to issue bonds.
H. Budgeting for Advance Refunring Bonds:

Oregon budget law (ORS 294,305 to 294.520) requires that estimates of
receipts and disbursements, including advance refunding bonds, be disclosed in the

district's budget document. As this procedure can be complicated, reler to your bond
counsel, school uitorney amd yoar Fuciacial advisor for direction and advice.
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%w Dop:::nnl osl EEMIUM School District No.
salem.hg:qon 97310-0290 _Capital Projects __ FUND County
BUDGET DETAILED ESTIMATE SHEET
Requirements Resources
July 1,19 to June 30, 19 Page —_
Actual Data for Prior Two Vears Budge! This Year Budpe! Next Yesr 19 - 19
ACCOUNT CODE ANDDESCRIPTION | Second Yesr First Year Adopted 0. of] off 4. o
19 -19 19 -19 (Amended) [Empi| PTOPOsed g )  Approved Adopted P::u
) (2) (3) (4) ) (8) (U] U] ] {10)
RESOURCES
1510 Intarest on Investments $ 175,000 $ 175,000 $ 175,000
5100 Leng Term Debt Financing ’

Sources
5110 Bond Proceeds
Total QESOURCE"

oo

REQUIREMEN]S

2530 Farilities Acquisition
and Construction

300 Purchased Services

382 legqal $ 30,000 30,000
383 Architect/Engineer 125,000 125,000
Services
385 Bond Issue Expenditnres
Total PURCHASED SERVICES 215,000 215,000
520 Buildings — Acquitions _6.855.000 _6.85%.000
and Improvement
690 Bond Discnunt —-105,000
Total EAPENDITURES $7,175,000 $7,175,000

Form 581-3301 (Rev. 8/37)

Bond issue expenditures include printing
costs, financial council, costs relating to
obtaining a rating and other related issue
costs.

Forecasted interest earnings on invest-
ment of bond proceeds.

When the capital projects fund is closed,
any remaining mories shc.!.! be trans-
ferred tu the Debt Service Fund to help
retire any 1»maining debt.

O

Proceeds from the sale of bonds.

if the bonds sold at a premium, record
the premium under revenue code 5120.

I the bonds sold at a discount, enter the
full amount of the sale under ravenue
code 5110, and show the discount as an
expense under expanse object 690.

r
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%oooon Department oslszmuon ho.
Privghe Parea, Debt Service FUND County

BUDGET DETAILED ESTIMATE SHEET
Requirements ] Resources

July 1,19____toJune 30,10 Page
Actual Data for Prior Two Years Budget This Yeur Budget Next Year 19 - 19 J
ACCOUNT CODE AND DESCRIPTION | Second Year First Yeor Adopted - of
19 -19 1" -19 (Amended) |Empt| Proposed !J Approved Adophed "‘w
(1) @ 3) [V} () L) @ ® ® {10}
BESOURCES
1112 Prior Year Taxes $ 3,472 $ 3,05 $ 2,875 $ 3,200 $ 3,200 $ 3.2%
1510 Interest on Investments 867 81 750 795 795 795
5400 l!g!nning Cash Balance 13.220 12,564 12.000 11.150 11,150 A}
otal RESOURCES EXCEPT TAXES 17,559 16,486 15,625 15,145 15,145 15,145
Hl\tCurre:l T:xc: to Bal 41,621 42,858 T
axes Required to Balance — —42.640 ;.JL.Q.I.B rﬂ.ﬂl ril-ﬂl!
Total DEBT SERVICE RESOURC $ 59,180 ; §9,344 $ 58,265 58,163 58,163 58,163
REQUIREMENTS
5110 Debt Service
610 Bond Principa)
Issue dated 1/2/90 $20,000
Issue dated 4/1/9) 7,000 $ 23,000 $ 25,000 $ 25,000 $ 27,000 $ 27,000 $ 27,000
620 Eond Interest
Issue dated 3/2/90 $17,520
Issue dated 4/1/01 3,255 23,620 22,420 _22.11% —20.225% 20,715
Total EXPENDITURES 46,620 47,420 47,115 47,775 47,7715
7000 Unappropriated Ending Fund
8alance For Interest Oue in
Second Ensuing Year
820 Reserve for Next Year
Issue dated 3/2/90 $ 8,760
{due 972/_)
ls::o da;;c‘llllllﬂ 1,628
ue ) — 10,388 10.388
Tota! DEBY SERVICE 58,163 58,163
KEQUIREMENTS

Form 581-3301 (Rev. 8/87!

Do not combine separate sales. Budget

dif.arent line items for each issue year property taxes.

Estimate all rasources except current

outstanding.

Budgeted requirements always equal

budgeted resources.

Use appropriated ending fund balance for
those payments that come due between
July 1 and November 15 for which other |
revenue in debt service is not available.

schedule in your audit report.

Obtain exact amounts for principle and
| interest due from the bond amortization

54
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APPENDIX A
EXAMPLES OF REQUIRED DOCUMENTATION

SECTION 11J.(a) - LIST OF REQUIRED DOCUMENTS
FOR AN ISSUE OF GENERAL OBLIGATION BONDS

INDEX TO TRANSCRIPT OF PROCEEDINGS
RELATING TO THE
AUTHORIZATION, ISSUANCE, SALE AND DELIVERY OF

SCHOOL DISTRICT NO. ____
COUNTY, OREGON

S ____
GENER. L OBLIGATION BONDS, SERIES 19__

1. Transcript Centification.

ELECTION PHASE

2, Excerpt of minutes of Board meeting at which resolution authorizing submittal of question
regarding issuance of general obligation bonds to voters, setting forth ballot title and setting
election date was adopted.

3. Copy of resolution authorizing submittal of question regarding issuance of general obligation
tonds to voters, setting forth ballot title and setting election date.

4, Copy of notice of regular/special election.

5. Certificate of county elections officer stating when notice of election was received by that
office.

6. Affidavit of publication of notice of bond election from local newspaper (if election held at the
polls).

7. Certificate of elections officer regarding the mailing of ballots (if election was vote by mail).

8. Affidavit of publication of facsimile ballot. (Not required if vote by mail.)

9. S _aple oath of cc. 3ty elections clerk.

10. Copy of ballot.

11. Abstract of election results as prepared by county elections officer.

12. Board's determination of election results.

13. County clerk's certificate of election.

14, County treasurer's certificate of outstanding indebtedness of the District.

15. County assessor's certificate of assessed value and real market value.

16. Incumbency Certificate of Board members.

17. Certificate of District's standardization ratirg.

18. Clerk's certificate as to grades taught in District.

w
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19. Clerk's certificate of regular Board meetings; quorum compliance; oruinance enactment
procedure compliance; and policy implemented in accordance with CKS 192.640.

20. (FOR MULTNOMAH COUNTY ONLY) Certificate of approval of the Tax Supervising &
Conservation Commission.

BOND SAIFE PHASE

21, Excerpts of minutes of meeting at which resolution authorizing bond sale was adopted.

22. Copy of resolution authorizing the issuance and sale of bonds.

23. Copy of notice of bond sale.

24, Affidavit of publication of the notice of bond sale from the local newspaper.

25. Affidavit of publication of the notice of bond sale from the Daily Journal of Commerce.

26. Affidavit of publication of the notice of bond sale from The Bond Buyer, if applicable.

27. Excerpts of minutes of mecting at which bids -were opened and resolution awarding sale of
bonds adopted.

28. Copies of hids received.

29, Copy of resolution accepting bid of successful bidder and awarding sale of bonds.

(items 23 through 29 required for a competitive bid sale)

30.
31

Purchase Contract.

Report of expert advisor evaluating the terms of the negotiated sale (completed and dated a
date prior to the bond sale).

(items 30 and 31 required for a uegotiated sale)

32,
33
.

3s.
36.
37.
38.
39.
40.
41.
42.

43,

Affidavit of publication of notice of classifying resolution or ordinance.
Clerk's centificate rgarding results of classifying resolution or ordinance notice.

State Treasurer's letter regarding District's compliance pursuant to ORS 287.040 and the rules
of the Treasurer.

Signature and non-litigation certificat~.

Tax certificate.

Certificate of District's compliance with SEC Rule 15¢2-12(b)X1).
Internal Revenue Service Information Form 8038-G.

Purchaser's reoffering price centificate.

Receipt for bonds.

Receiy . {i- bond proceeds.

DYC !farsy of Representatiors (book~entry bonds, only)

Specimen bond.

¢
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4. Bond counsel's legal opinion.

45, Preliminary official statement,

46. Final official statement.

47. Bond insurance documentation, if applicable.

48, Closing memorandum.

[BOND COUNSEL MAY REQUIRE ADDITIONAL DOCUMENTATION.}
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Moodys MUNICIPAI credit Report

October 11, 1991

The Impact of Measure 5
on Local Credit Ratings in Oregon
Comment

R N

introduction: On November 6, 1990, Oregon citizens approved an
amendment to the State Constittion (Measure 5)
which limits the ability of state and local govemn-
ments (o levy property taxes, impose certain types of
charges, and o issue certain types of debt. Moody's
commented cn the Mcasure in a Special Report dated
Novem.er X, 1990, at which time rating action was
not taken. Since passage of Measure 5, the Oregon
legislature has enacted legis.ation designed to clarity
and implement the amendment. It also rewrote the
legislation governing local debt issuance. This com-
ment provides Moody's views on the implications of
Mcasure S for local issuers of debt in light of these
changes, akd vutlines concerns about the Jong-term
credit implications of the measure for various types
of governmental entities.

When analyzing a voter-imposed limit such as Mci-
sure 5, Moody's considers i varicty of factors,
including the legal interpretation of the new mcasure,
management response o new constraings, and budget
implications, Tax fimitations typically fail w provide
flexibility for the future, which may become more
cvident in times of economic distress, This is often
exacerbated when property taxes are replaced by
more economically sensitive revenucs such as a sales
tax, a replacement revenuc under consideration in
Oregon. Since the Oregon economy is currently
expanding, the negative effects of Mcasure S may be
minimized in the short-term.

gensal purpose Mcisure S sets a maximum overal! property L rate

govemments: of S 10 per 1,000 »f true market value for overlap-
ping general purpose governnents. If the tax rate of
all overlapping units, which is derived by dividing
the voted tax hase (levy) by the market value,
cxceeds the limit, the rate for cach taxing entity is
reduced proportionately. The Oregon State Legisla-
tive Revenue Office estimates that state-wide, general
purpose governanents that are currently levying more
than allowed under the tax limit could lose about o,
mitlion in property tax revenue in 1991-92, Cities
would lose the most (approximately $51 million or a
137 reduction).

Of the general purpose governments that Moody's
rates, projected revenue losses associated with the
reduction in tax levy cange up to 25% of what the

levy would have been prior 10 Measure 5.

Despite this potentially severe impact on local
finances. our ratings on cities, counties, and other
general govemnments are not considercd to be at risk
at this ume, Financial operations arc only one of
several factors considered by Moody's when analy/-
ing credit risk, and local entitics we gencriily given
the opportunity o adapt to the changing financia)
environment. Moody's will continue to monitor the
in.pact of Measure §, and will be requesting thin
issuers provide fiscal 1991-92 budgcts and other
information outlining plans to dead with the rovenue
losses. Depending on the impact on an individual
issuer and related strategy, specific ratings may be
placed under review,

school disfricts:  The amendment also subjects school districts to a
property tax cap of $15 per $1,000 full mmarket value
in 1991-92. declining in $2.50 increments to 35 in
1995-96. The Legislative Revenue Office estimates
that the measuare will reduce school property tixes by

$2(.. .nillion in the first vear. Although Measure 5
requires the Oregon legislature to replice property
tax revenues lost by schoot districts as aresult of the
mcasure, the obligation applics (o the tatal amount
lost by all sehool districiz, not for eich individual
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The impact of Measure 5
on Local Credit Ratings In Oregon
district. The measure did not identify the source of individual district financial operations and their indi-
replacement revenues. In response, the legislature vidual responses to any limitations. The long-tenn
pass.d bills which call for replacement of 85% of impact of the amendment on school districts could he
Measure 5 losses to all school districts in 1992, and significant, particularly since the state's obhg.aton to
create an equalization formula for disuibuting school replace the lost property tax revenues will end in
aid. The credit outlook for school districts will 1995-96.
depend on the impact of the equalization formula on
urban renewal *+asure 5's direct impact on the ability of urban mates that urban rene wal districts could lose as much
districts: renewal gistricts t0 generate tax increment revenues as $13 million in tax increment revenues, equal o
will affect Mcody's analysis of tax increment bonds. almost one-thind of the revenues that the districts
The Oregon Attomey General has opined that incre- would have received for uses other than bonded debt
mental revenues required for debt service are exempt service. This will reduce their ability to tinance
from the tax rate limit because tax increment bonds improvements On a pay as you go basis. As a result,
are authorized by a section of the State Constitution; the eleven tax increment bonds rated by Moody's arc
however, other incremental revenues are subject to being placed under review. In addition W the vudi-
Measure 5°s limit. In addition to complicating the tional analysis of tax base and incremental rcvenue
mechanisin by which revenues allocated to an urban growth, particular conphasis will be placed on cich
rencwal area are generated, the potential reduction in district's position relative to the tax rate limit and
incremental revenues places tax increment bond rat- potential reductions in incremental revenue.
’ ings at risk. The Legislative Revenue Office esti-
changes in local In addition to defining the terms needed for imple- bonds, is eliminated unless voter approval is
govemment mentation of Measure 5, the state legislature clarified obtained. Ratings for new non-voted Bancroft bonds
borrowing: so-ne of the restrictions placed on local xovernment are likely to be affected by ihe limited siature of the
bomowing. Unless authorized by a specific provision tax pledge. Further, the legislation intciprets the defi-
of the Constitution, general obligation bonds can be nition of capital improvements to include cquipment
issued only for capital constructior or improvements, and land purchase, items w 2:ch could have been
and must be voter-approved. As a result, the unlim- excluded from debt financing uncier a stict interpre-
ited Lax associated with certain types of local govern- tation of Measure.5. This broader definition provides
ment general obligation bonds, such as Bancroft more flexibility to local issuers.
moody’s ratings:  Since passage of Measure 5, Moody’s has rated the There were no rating reductions and two r2ungs were
deht of 24 issuers, including 9 cities, 2 special dis- revised upward. Overall, thc maintenance of ¢redit
tricts, and 13 school districts. The ratings were under-  standing for the issuers reviewed since Mcasure §
taken in association with new bond sales, tax passed and, in particular, the rating upgrades reflect
antictpation note sates, sales to the Oregon bond sLrofig management responsc Lo revenue-raising
bank, and re- vlar updating of outstanding ratings, limitations.
analysts:
1 Karen §. Krop
(212) 8834860
Hizabeth Bauch
(418) 274-1738
1003XY @
i Tac e -mate n herem hus been abtained from sources believed 10 he acewate and reliahle, but because of the possibility of human and mechanical error, 1y accuracy ur completeness is neet

svaranteed M ndy's ratings are opinions. not recommendations 11 buy or sell. and ther accuracy is not guaranteed. A rating should he weighed solely as une facter ip an investmen! ue ssen,
. yrou should muke your own study and evaluation of any issuer whose securities or debt obligations you consider buying or selling. Most isuers of corp rate bonds. mumcipal baus and

wates. preferred stock, and commeraia) paper which are rated hy Moudy's Investors Service. Inc. have, prior to receiving the rating . agreed to pay a fee 1o Mundy™s [nr the appransal anu raang
sersices The fee ranges from $1.000 1, §125,000.
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Moodys MIUNICIPAI credit Report

Columbla County School District No. 502
(St. Helens), Oregon

October 9, 1991

Columbia River, approximately 30 miles trom Pont-
Land. The district’s relatively close proximity o Pont-
Bk has resubied in the aen gradually transforming
froam ol conniumity o onc more suburbin i

0y

New issue Update General Obligation/$pecial Tax
sale: $7,280,000 General Obligation Bonds, Series 1991 B
date: Sold October 8
Moody's rating: A
opinion: Steady growth in assessed valuation, adequate because of its proximity to Portand. Although uncer-
finances with modest fund balance wund low debt Linties remain over the method of state reimburse-
burden combine o provide upper iedium gride rit- ment under Measure §'s tax limitation, the district
ing. While the district’'s dominant taxpayer is vulner- has taken budgetiary steps (o increase rescrves (o
able to the forest products industry, the arca is offset anticipated Josses.
griddually becoming more suburbin in charucter
key facts: Dceht Burden: 2.9% Unreserved General Fund Balance as % of
Mcdian; 3.2% General Fund Revenues, FY 1990): 4.2%
Payout, Ten Ycars: 779%  Debt Service is % of Expendiwres: 1.2%
Direct Net Debt as % of Overall Net Debt: 94.2% 1991-92 Overslapping Tax Rate,
General Obligation Debt Outstanding: ~ $15,785,000 School Districts: $18.45
Direct Net Debt: $15,854,000 1991-92 Tax Rute Limit: $15.00
1988-97, 89%  Major Taxpayer, Boise Cascade,
F.V. per Capita, 1992: @ $32,182 as % of A.V., 1991 35.1%
Per Capita Incone, 1987, Moody’s Rating,
St. Helens (City): $9,172  Boise Cascude: Baa2
Columbia Cmmly: $ “"532 @ Haed on district estimated 1991 popubation of 18,200
State: 311,045
update: Since our last report, dated July 18, 1991, there has
been no substuitive change in credit quality,
analysis: The St. Helens School District is located on the churacter. The City of St. Helens, the county seat of

Columbia Count , is included in the district. Forest
products and government employment predominate
in the district. Boise Cascade Corparation, i imajor
enmployer, accounts for more thin one-third of the 1a\



General Obligation/Special Tax

Ocflober 9, 1991

Columbia County School District No. 502

(St. Helens), Oregon

base. A year ago the company increased capital
spending at its facilitics in the district. Although near
terin earnings are expected to remain cyclically weak,
long-term growth of paper products and veneer fin-
ishing is expected to benefit from future demand for
office supplies and huilding materials. Other major
employers such as Armstrong World Industries, Inc.,
producer of insulation and & technology manufac-
turer, bave recently relocated within the district.

The current offering will be used to finance the
construction of a new elementary school. The author-
ization was approved by voters in June. The district is
currently considering seeking voter approval for gen-
eral obligation bonds to fund the installation of fire
sprinklers in all schools. The estimated cost is
$600,000. The proposed hond sale would be sched-
uled for the Spring of 1992, The debt burden is
expected to remain moderate. supported by a growing
tax hase. The payout is rapid with the debt require-
ments relatively level, and then rapidly declining in
2001 through maturity.

District finances remain sitisfactory with the esti-
mated fiscal year-end 1991 unreserved designated
Gener:) Fund batance at approximately $1.1 million
orf 9.3%. of fiscal 1991 Fund revenues. The increase

in the halance from the prior year reflects higher state
aid to support cnrollinent growth and interest income
on short-term horrowings. The General Fund balance
will he used in fiscal 1991-92 10 offset the expecied
loss of approximately $565,000 under Measure §. To
maintain adequate finances, the district is utilizing
conserviive management practices such as reserving
the unappropriated General Fund balance for expend-
itures in the following fiscal year. Upor coinpletion
of the new elementary schoos, the district plans to
close the old school and scil the site. The proceeds
from the sale would be used to reducc debt service or
call outstanding bonds. In addition, cutbacks were
realized in 1991 in anticipation of constriints
imposed by Measure §; a significant contingency has
been established. The budget for 1991-92 reficcts the
district’s continued spending restraints and devclop-
ment of contingency as unappropriated reserves
available in subsequent fiscal years to mect the
uncertinties of state funding under Measure 5. The
district also received voter approval t increase its tax
rate for general fund operations which also provides
satisfactory funding levels without the need for spe-
cial levies.

AL



General Obligation/Special Tax October 9, 1991 3

Columbla County School District No. 502
(St. Helens), Oregon

delalisof bond Legal Name of lssuer: St. Helens School District interest Payable: Semiannuully, beginning July I,
sale: Nu. 502, Columbiiu County, Oregon, 1992,
Secunly: G.O., ULT. Call Featwes: Beginning January 1, 1999, a pir.
Date of Bonds: October 1, 1991. Registrar: Cedc & Co., as nominee for The Deposi-
Denominalion: $5,000) or integral multiples tory Trust Compuny, New York.
thercul. Paying Agent: First Intersuitc Bank of Orcgon,
Annual Maturities 1/1 ($ 000) N.A,, Portand.
Year Amount Year Amount  Delivery: On or about October 23.
1904 $385 2001 ss80  Bond Counsel: Rankin, Mersereau & Shannon,
1995 405 2002 615  Pordand.
1996 430 2003 655 Financial Officer: Margaret Gaddis, Deputy Clerk.
1997 455 2004 700 advisors/Managing Underwitters: Seattle-North-
1998 485 2005 745 west Securities Corporation, Portland.
199 315 2006 765 Auditor: Pauly, Rogers and Co., P.C., Tigard
2000 545 (FY 1990).
Average Life of lssue: 9.82 years.
rating history: Januaty 1980: A iy 1963 Baa
Sopiombu 1975: [ Withdrawn @ Insulficient information.
analyst: Diane R. Gatewood
(212) 853-0049

18773C0o1 B

T infoenidion hesein has been obiained from sources believed 1u be accurite aad relinble, but because of the pussibility uf huiman and imechauical error, ils accuracy ur conplelciess is in
guaaiterd Mundy's raliugs are opinions, wut recunuirendations 10 buy ur sell, and their accuracy is pot guwantced A ratiug should be weighed solely 2 vue factur inan investment decision,
and yru should ke your owa study asd evalustion of any issuer whose securities or debt obligatious you coasider buying or selling Must issuen of corpurate bands, muiicipal boinds and
suter, preferred stock, and cummercial paper which we raled by Moudy's luvestors Service, Inc. have, priot 1o receiving e ratiag, agreed 1o pay a fee v Moody's for the apprasal and cating

ervices. The fue ranges from $1.000 10 $125.000.
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the undesignated fund balance to $3.3 million, or manageable 4%-5% of operating expenses. Future

7% of the year's estimated $47.3 million budget.
The debt burden is low at 1.2% of market valu-
ation, and annual debt service requirements area

debt needs are minimal due to annual fadility
maintenance funded by operations.

. ___________________________________________________________________________________________________ ]
NORTH CLACKAMAS SCHOOL DISTRICT NO. 12, OREGON

S&P Cr ... . et Rifian, San Francisco (415) 765-5000

RATING ASSIGNED

$22.1mi. 6.0. bnds.
ar. 1991 A+

RATING AFFIRMED

$95,000 outstanding
G.0.bnds A+

OUTLOOK: STABLE

North Clackamas School District No. 12, Ore.'s
rating reflects the district’s low debt burden, its
location within a growing economic area, and ade-
quate financial performance. The district, with a
population of 75,000, is located 12 miles southeast
of downtown Portland, in northemn Clackamas
County. It is 40 square miles and includes the
towns of Milwaukie and Ha;:fy Valley, and unin-
corporated areas. These bonds are raising money
for new construction and various other capital
improvements. Debt ratios are low at $590 per
capita and 1.6% of true value. Assessed values in
1991 increased 6.7%, double the rate of growth
achieved in 1990. This growth rate is expected to
increase again in 1992, The top 10 taxpayers com-
prise a low 11.5% of total assessed value. Contin-
ued development along the Interstate 205 corridor
has fueled growth in the eastern half of the district.

Happy Valley, which represents this area, has the
highest household median income in the state at
$38,410. Employment in the district is balanced
among the manufacturing, trade and service sec-
tors. Fred Meyer and Safeway Corp. have major
distribution centers in the district. Also located in
the district is Precision Castparts, the county’s
largest manufacturing employer. New legislation
arising from Measure 5 will result in lower prop-
erty tax rates and probably lower tax revenues for
the district. Although the state will provide re-
placement revenues, s ¢ amounts are unclear.
The district has prepared for these uncertainties by
cutting admininistrative and instructional ex-
penses, Fiscal 1990's general fund balance was an
adequate $1.4 million or 2.6% of budget. This is
expected to increase to $2 million at the close of
fiscal 1991.

OAK PARK, MICHIGAN

S&P Contacl: Robert Durante (212) 208-1963

OUTLOOK REVISED
TO _ FRoM

Stats Neg.  Stadie
RATING ASSIGNED
$4 mi. unid. G.0.

bnds.

RATINGS AFFIRMED
sm mi. pary

$2.2 mi. MBIA-ins.
dolt

$5 mi. AMBAC-ins.
oedt

OUTLOOK: NEGATIVE

A

Oak Park, Mich.'s ‘A’ rating reflects an established
inner-surburban city, its somewhat favorable loca-
tion in the Detroit metropolitan statistical area,
average income income levels, a moderately high
debt burden, and satisfactory financial operations.
The city is located in southeastern Oakland
County, adjacent to the city of Detroit. The recent
completion of Interstate 696 has facilitated rede-
velopment within the city. New construction in
the city is limited since the city is nearly fully
developed. The state equalized valuation for fiscal
1992 will be frozen at 1991 levels with the excep-
tion of new construction. Since the city is operat-
ing at its tax rute limits, the city will have limited

property tax flexibility. In addition, anticipated
reductions in its state-shared revenues for fiscal
1992 could further impact its financial operations.
Historically, the city has operated at near break-
even level and has maintained a satisfactory finan-
cial position. The general fund balance position for
fiscal 1990 is $1.3 million, or 12.1% of operating
expenditures. For fiscal 1991, the dty is expecting
atleast a break-even year for the genera! fund. The
outlook revision reflects Oak Park’s future budg-
etary pressures from operating at its property tax
limit, the effect of the state equalization freeze, and
the anticipated reduction of state-shared reve-
nues,

OUACHITA PARISH HOSPITAL SERVICE DISTRICT NO. 1, LOUISIANA
GLENWOOD REGIONAL MEDICAL CENTER

S&P Contact: Eke Radinsky (212) 208-8910

RATING ASSIGNED
$34.985 mi. hosf rev.
bnds, ser. 199 A

OUTL00K: STABLE

Quachita Hospital Service District No. 1, La.’s hos-
pital revenue bonds are issued on behalf of Glen-
wood Regional Medical Center (GRMC) located in
West Monroe, La. Credit strengths include strong
liquidity, solid historical finandal performance,
and additional medical services. A higher rating is
precluded due to declining admissions, increased
competition, and lack of physican loyalty, cou-
pled with a high concentration of admissions
among few physicians. Proceeds will be used to

e ———————————
STANDARD & POOR’'S CREDIYWEREK

S

refund unrated series 1984B bonds, purchase
equipment, and reimburse GRMC for greigr capital
expenditures. GRMCis a 210-licensed-bed general
acute-care fadlity. New services offered within
the last four years include cardiac catheterization,
magnetic resonance imaging, and radiation ther-
apy. Competition is fierce with a larger tertiary
(having over 50% market share) and a for-profit
hospital, all with overlapping medical stafts, lo-
cated in GRMC's primary service area. Dispersion

JULY 18, 199° m
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SECTION I1J.(d) - LIST OF REQUIRED DOCUMENTS
FOR AN ISSUE OF BOND ANTICIPATION NOTES

INDEX TO TRANSCRIPT OF PROCEEDINGS
RELATING TO THE
AUTHORIZATION, ISSUANCE, SALE AND DELIVERY OF

. SCHOOL DISTRICT NO. ____
COUNTY, OREGON

$

GENERAL OBLIGATION BOND ANTICIPATION NOTES
SERIES 19__

Transcript Certification.

ELFCTION PHASE

2.

10.
11.
12.
13.
14,
15.
16.
17.
18.

19.

Excerpt of minutes of Board meeting at which resolutior. authorizing submittal of question
regarding issuance of general obligation bonds to voters, setting forth ballot title and setting
election date was adopted.

Copy of resolution authorizing submittal of question regarding issuance of general obligation
bonds to votets, setting forth ballot title and setting election date.

Copy of notice of regular/special election.

Certificate of county elections officer stating when notice of election was received by tnat
office.

Affidavit of publication of notice of bond election from local newspaper (if election was vote
at polls).

Centificate of elections officer regarding mailing ballots (if election was vote by mail).
Affidavit of publication of facsimile ballot. (Not required if vote by mail.)
Sample oath of county elections clerk.

Copy of ballot.

Abstract of election results as prepared by county elections officer.

Board's determination of election results.

County clerk's certificate of election.

County treasurer's certificate of outstanding indebtedness of the District.
County assessor's certificate of assessed value and real market value.
Incumbency Certificate of Board members.

Certificate of District's standardization rating.

Clerk's certificate as to grades taught in District.

Clerk's certificate of regular Board meetings; quorum compliance; ordinance enactment
procedure compliance; and policy implemented in accordance with ORS 192.640.

(7
Y
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INTERIM FINANCING.

20.

21,
22.

27.
28.

Minutes of Board meeting at which the resolution authorizing issuance of bond anticipation
notes was adopted.

Resolution authorizing issuance of bond anticipation notes.

Copy of notice of ncte sale.

Affidavit of publication of the notice of note sale from the local news;:nper.

Affidavit of publication of the notice of note sale from the Daily Journal of Commerce.
Affidavit of publication of the notice of note sale from The Bond Buyer, if applicable.

Excerpts of minutes of meeting at which bids were opened and resolution awarding sale of
notes adopted.

Copies of bids received.

Copy of resolution accepting bid of successful bidder and awarding sale of notes.

(items 21 through 28 required for a competitive bid sale)

29.
30.

Note Purchase Contract.

Report of expert advisor evaluating the terms of the negotiated sale (completed and dated a
date prior to the note sale).

(items 29 and 30 required for a megotiated sale)

31.

39,

41,
42,

43.

Affidavit of publication of notice of classifying resolution or ordinance.
Clerk's certificate regarding results of classifying resolution or ordinance notice.

State Treasurer's letter regarding District's compliance pursuant to ORS 287.040 and the rules
of the State Treasurer.

Specimen note.

Signature aind non-litigation certificate.

Tax certificate.

Purchaser's reoffering price centificate.

Internal Revenue Service Information Form 8038-G.
Receipt for note proceeds.

Receipt for notes.

DTC Letter of Representations (book~entry notes only)
Legal opinion.

Disclosure documents, if required.

H6
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44, Bond insurance documentation, if applicable.

4s. Closing memorandum.

(BOND COUNSEL MAY REQUIRE ADDITIONAL DOCUMENTATION ]
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SECTION H1J.(a) - LIST OF REQUIRED DOCUMENTS
FOR A LEASE-PURCHASE/COPS FINANCING

LIST OF DOCUMENTS
RELATING TO THE
AUTHORIZATION, ISSUANCE, NEGOTIATED SALE AND DELIVERY OF

SCHOOL DISTRICT NO. ____
COUNTY, OREGON

| —
CERTIFICATES OF PARTICIPATION
SERIES 1991

Evidencing Undivided Proportionate Interests
in Certain Lease Payments to be made under »

LEASE-PURCHASE AGREEMENT

by and between
- __ SCHOOL DISTRICT NO. __, as Lessee
and
_ _, as Lessor
Doc.
g N Document Name
1. Transcript certification.
BASIC DOCUMENTS:
2. Lease~Purchase Agreement.
3. Escrow Agreement.
4, Purchase Agreement.
5. Specimen cenificate.
6. DTC Letter of Representations (book-entry certificates only).
DISTRICT PROCEEDINGS AND DOCUMENTS:
7. Certificate of regular District Board meetings; quorum compliance; ordinance
enactment procedure compliance; and policy implements in accordance with ORS
192.640.
8. Excerpt of minutes of meeting at which the resolution a::thorizing the issuance and

negotiated sale of the Certificate was adopted.

9. Resolution authorizing the issuance and negotiated sale of the Certificates.
10. General Certificate
11. Incumbency Centificate.
12. Tax certificate.
J5
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14.

15.

Intemal Revenue Service Information Form 8038-G.
Centificate re District's compliance with SEC Rule 15¢2-12(b)X1).

State Treasurer's letter stating the District has complied with ORS 287.040 and the
rules of the Treasurer.

PURCHASER'S DOCUMENTS:

16.

17.

Reoffering price certificate.

Receipt for Certificates.

ESCROW AGENT, REGISTRAR AND PAYING AGENT DOCUMENTS:

18.
19.

20.

Receipt for Centificates proceeds.

Certificate of Escrow Agent pursuant to the Purchase Agreement.

Certificate Regiswrar and Paying Agent Agreement

FINANCIAL ADVISOR'S DOCUMENTS:

21.
22.

23.

Preliminary official statement.
Final official statement.

Certificate regarding official statement.

OPINIONS AND CLOSING MEMORANDA:

24.
25.
26.
27.

Opinion of Srecial Counsel.
Registration and Disclosure Opinion of Special Counsel.
Memorandum of Certificate Delivery.

Closing Memorandum.

[SPECIAL COUNSEL MAY REQUIRE ADDITIONAL DOCUMENTATION.]
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10.

11.

12.
13.
14,
15.
16.
17.
18.
19.

SECTION IV.H.(a) - LIST OF REQUIRED DOCUMENTS
FOR AN ISSUE OF TAX (AND REVENUE) ANTICIPATION NOTES

INDEX TO TRANSCRIPT OF PROCEEDINGS
RELATING TO THE
AUTHORIZATION, ISSUANCE, SALE AND DELIVERY OF

SCHOOL DISTRICT NO. __
COUNTY, OREGON

$

TAX (AND REVENUE) ANTICIPATION NOTES
SERIES 19__

Transcript certification.

Minutes of Board meeting at which the resolution authorizing the issuance of tax anticipation
notes was adopted.

Resolution authorizing the issuance of tax anticipation notes.

Minutes of Board meeting at which budget is adopted and tax levy is certified to
County.

Resolution adopting the budget and certifying the tax levy.

Excerpts of the budget showing the levy and appropriate entries for interest and principal
payments on the notes.

Certificate stating that the amount of borrowing will not exceed 80 percent of the ad valorem
taxes previously levied and in the process of collection nor 80 percent of any other anticipated
revenues.

Affidavit of publication of notice of classifying resolution or ordinance.

Clerk's certificate regarding results of classifying resoiution or ordinance notice.

Certificate of Board recording offic.r stating the regular meeting date of the Board and the
policy adopted to comply with ORS 192.640.

State Treasurer's letter of compliance pursuant to ORS 287.040 and the rules of the State
Treasurer.

Incumbency certificate.

Note purchase agieement.

Specimen note.

DTC Letter of Representations (book~entry notes only).
Signature and non-litigation certificate.

Tax certificate.

Purchaser's reoffering price certificate.

Internal Revenue Service Information Form 8038-G.

APPENDIX A - 15
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20. Receipt for note proceeds.
. 21. Receipt for notes.
22, Legal opinion.
Certificate as to Official Statement.

=

24. Preliminary/Final Official Statements.

B

Closing memorandum.

(BOAD COUNSEL MAY REQUIRE ADDITIONAL DOCUMENTATION.]

1:]
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SECTION IV.H.(b) - SANPLE PROJECTED CASH FLOW SUMMARY
S

_ School District
Tax (and Revenue) Anticipation Notes, Series 1992

Estimated Cumulative
Estimatod Estimated Investment Surpluosor
Expenditures Receipte’ Earnings® Deficit?

Beginning Cash Balance: $

July, 1992¢

August, 1992

Sep:ember, 1992

October, 1992

November, 1992

December, 1992

January, 1993

February, 1993

March, 1993

April, 1993

May, 1993

June, 1993

Maximum Cumulative Cash Flow Deficit: S

Reasonable Cash Balance: $

Total: $

1. All amounts (other than the proceeds of the Notes) which will be available for the payment of
expenditures.

2. Investment earnings are amounts received from (a) the investment of the proceeds of the Notes and (b)
the investment of the beginning cash balance or any cumulative surplus.

3. The amounts vhown in this column for any month represent the sum of the amount shown in this column
for the prior month (or the beginning cash balance in the case of the first month) plus the estimated
receipts and investment earnings for the current month and minus the estimated expenditures for the
current month. .

4. The amount~ shown in the columns for each month are calculated as of the day of each month.

Lo 103



10.

11.
12.

SECTION V.H.(a) - LIST OF REQUIRED DOCUMENTS FOR AN
ISSUE OF REFUNDING BONDS

INDEX TO TRANSCRIPT OF PROCEEDINGS

RELATING TO THE
AUTHORIZATION, ISSUANCE, SALE AND DELIVERY OF

& SCHOOL DISTRICT NO. ____
COUNTY, OREGON

CURRENT REFUNDING GENERAL OBLIGATION BONDS
SERIES 19__

Transcript certification.
Incumbency Certificate of Board members.

Clerk's certificate of regular Board meetings; quorum compliance; ordinance enactment
procedure compliance; and policy implemented in accordance with ORS 192.640.

Excerpts of minutes of meeting a1 which resolution authorizing bond sale was adopted.
Copy of resolution authorizing the issuance and sale of bonds.

Copy of notice of bond sale.

Affidavit of publication of the notice of bond sale from the local newspaper.

Affidavit of publicaticn of the notice of bond sale from the Daily Journal of Commerce.
Affidavit of publication of the notice of bond sale from The Bond Buyar, if applicable.

Excerpts of minutes of meeting at which bids were opened and resolution awardiag sale of
bonds adopted.

Copies of bids received.

Copy of resolution acceg:ing bid of successful bidder and awarding saie of bouds.

(items 6 through 12 required for a competitive bid sale)

13.

14,

Purchase Contract.

Report of expert advisor evaluating the terms of the negotiated sale (completed and dated a
date prior to the bond sale).

(items 13 and 14 required for a negotiated sale)

~
15,

16.

17.

18.

Affidavit of publication of notice of classifying resolution or ordinance.
Clerk's certificate regarding results of classifying resolution or ordinance notice.

State Treasurer's letter regarding District's compliance pursuant to ORS 287.040 and the rules
of the Treasurer.

Signature and non-litigation certificate.

APPENDIX A - 18



19.
20
21,

2B

27.
28.
29.
30.

Tax certificate.

Certificate of District's compliance with SEC Rule 15¢2-12(b)(1).
Internal Revenue Service Information Form 8038-G.
Purchaser's reoffering price certificate.

Receipt for bonds.

Receipt for bond proceeds.

DTC J.stter of Representations (bood-entry bonds only).
Specimen bond.

Bond counsel's legal opinion.

Preliminary official statement.

Final official statement.

Closing memorandum.

[BOND COUNSEL MAY REQUIRE ADDITIONAL DOCUMENTATION.]
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1.

INDEX TO TRANSCRIPT OF PROCEEDINGS
RELATING TO THE
AUTHORIZATION, ISSUANCE, SALF. AND DELIVERY OF

SCHOOL DISTRICT NO. ____
COUNTY, OREGON

$
ADVANCE REFUNDING GENERAL OBLIGATION BONDS
SERIES 19__

(NEGOTIATED)

Transcript certification.

BASIC DOCUMENTS:

2. Resolution authorizing issuance of advance retunding bonds.

3 Bond Purchase Agreement.

4, Preliminary Official Statement.

5. Final Official Statement.

6. State Treasurer's preliminary approval of refunding.

7. State Treasurer's final approval of refunding.

8. Rating confirmations, if applicable.

9. DTC Letter of Representations (bood-entry bonds only).

10. Specimen bond.

DISTRICT PROCEEDINGS:

11. Incumbency Certificate of Board members.

12. Clerk's certificate of regular Board meetings; quorum compliance; ordinance enactment
procedure compliance; and policy implemented in accordance with ORS 192.640.

13. Minutes (or excerpt) of Board meeting at which resolution authorizing submission of advance
refunding plan to the State Treasurer was adopted.

14. Resolution authorizing submission of advance refunding plan to the State Treasurer.

15. Minutes (or excerpt) of Board meeting at which resolution authorizing issuance of advance
refunding bonds was adopted.

16. State Treasurer's letter regarding District's compliance pursuant to ORS 287.040 and the rules
of the Treasurer.

17. Signature and non-litigation certificate.

18.

Tax certificate. o
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19. Certificate of District's compliance with SEC Rule 15¢c2-12(b)X1).
20. Internal Revenue Service Information Form 8038-G.
PURCHASER'S DOCUMENTS:

21, Purchaser's reoffering price certificate.

22, Receipt for bonds.

FINANCIAL ADVISOR'S DOCUMENTS:

2. Financial Advisor's approval of refunding,

24. Preliminary Advance Refunding Plan.

25. Final Advance Refunding Plan.

26. Auditor's verification.

ESCROW AGENT'S DOCUMENTS:

27. Evidence of authority of Escrow Agent.

28. Escrow Deposit Agreement.

29. Escrow Agent's receipt for bond proceeds.

30. SLGS subscriptions.

OPINIONS AND MISCELLANEOUS:
31. Bond counsel's legal opinion.
32. Additional opinion(s) required by the Bond Purchase Agreement, if any.

33, Closing memorandum.

[BOND COUNSEL MAY REQUIRE ADDITIONAL DOCUMENTATION.)
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SECTION IXA - DEFINITIONS OF BOND RATINGS

Asa

Bonds which are rated Aaa are judged to be of the best quality. They camry the
smallest degree of investment risk and are generally referred to as "gilt edge.” Interest payments are
protected by a large or by an exceptionally stable margin and principal is secure. While the various
protective elements are likely to change, such changes as can be visualized are most unlikely to impair
the fundamentally strong position of such issues.

Aa

Bonds which are rated Aa are judged to be of high quality by all standards. Together
with the Aaa group they comprise what are generally known as high grade bonds. They are rated lower
than the best bonds because margins of protection may not be as large as in Aaa securities or fluctuation
of protective elements may be of greater amplitude or there may be other elements present which make
the long term risks appear somewhat larger than in Aaa securities.

A

Bonds which are rated A possess many favorable investment attributes and are to be
considered as upper medium grade obligations. Factors giving security to principal and interest are
considered adequate but elements may be present which suggest a susceptibility to impairment some
time in the future.

Bonds which are rated Baa are judged to have speculative elements; their future
cannot be considered as well assured. Often the protection of interest and principal payments may be
very moderate, and thereby not well safeguarded during both good and bad times over the future.

Uncertainty of position characterizes bonds in this class.
Ba

Bonds which are rated Ba are judged to have speculative elements; their future cannot
be considered as well assured. Often the protection of interest and principal payments may be very
moderate, and thereby not well safeguarded during both good and bad times over the future. Uncertainty
of position characterizes bonds in this class.

B

Bonds which are rated B generally lack characteristics of the desirable investment.
Assurance of interest and principal payments or maintenance of other terms of the contract over any
long period of time may be small.

7

-wﬁ\ Caa

Bonds which are rated Caa are of poor standing. Such issues may be in default or
there may be present elements of danger with respect to principal or interest.

Ca

Bonds which are rated Ca represent obligations which are speculative in a high
degree. Such issues are often in default or have other marked shortcomings.

C

Bonds which zre rated C are the lowest rated class of bonds, and issues so rated can
be regarded as having extremely poor prospects of ever attaining eny real investment standing.
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Bonds for which the security depends upon the completion of some act or the
fulfillment of some condition are rated conditionally. These are bonds secured by (a) camings of
projects under construction, (b) camnings of projects unseasoned in operating experience, () rentals
which begin when facilities are compieted, or (d) payments to which some other limiting condition
attaches. Parenthetical rating denotes probable credit stature upon completion of construction or
climination of basis of condition.

Note:  Moody's applies numerical modifiers, 1, 2 and 3 in each generic rating classification from As
through B in its ~orporate bond rating system. The modifier 1 indicates that the security ranks in the
higher ead nf its ,ercric rating category; the modifier 2 indicates a mid-range ranking; and the modifier
3 indicates that the issue ranks in the lower end of its generic rating category.

DEFINITIONS OF SHORT-TERM LOAN RATINGS

Issues or the features associated with MIG or YMIG ratings arc identified by date
of issue, date of maturity or maturities o rating expiration date and description to distinguish each rating
from other ratings. Each rating designation is unique with no implication as to any other similar issue
of the same obligor. MIG ratings terminate at the retirement of the obligation while YMIG rating
expiration will be a function of each issue's specific structural or credit features.

MIG YVMIG 1
This designation denotes best quality. There is present strong protection by

established cash flows, superior liquidity support or demonstrated broad-based access to the market for
refinancing.

MIG 2VMIG 2

This designation denotes high quality. Margins of protection are ample although not
so large as in the preceding group.

MIG 3/VYMIG 3
This designation denotes favorable quality. All security elements are accounted for
but there is lacking the undeniable strength of the preceding grades. Liquidity and cash flow protection
may be narrow and market access for refinancing is likely to be less well established.
MIG 4VMIG 4
This designation denotes adequate quality. Protection commonly regarded as required

of an investment security is present and although not distinctly or predominantly speculative, there is
specific risk.

Source: Packard Press Financial Publications Division
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APPENDIX B
GLOSSARY OF PUBLIC FINANCE TERMS

Accrued Imterest - Interest carnod on a security in the period since the later of the
last interest payment date or the date of an issue frum which the bondholder is entitled to receive
interest.

Ad Valorem Tax - A tax based on the value (or assessed value) of property.

Advance Refunding - The refinancing of an outstanding issue by a now issue, more
than 90 days prior to the date on which the outstandin~ issue can be redeemed. The proceeds of the
new issue are deposited in an escrow that pays the debt service of the issue being refunded. See
Defeasance.

Agent - A person who acts on behalf of another (the principal) and is subject to his
control and authority.

AMT - Alternative minimum tax established in Tax Reform Act of 1986 for both
individuals and corporations and applicable to income of certain tax exempt bonds, for the purpose of
assuring that all persons and corporations with substantial income will pay some amount of federal
income tax.

Annual Returu - The total return of a security over a specified period, expressed as
an annual rate of interest.

Arbitrage - The difference between interest cost and interest earnings. Because of
tax-exempt status, municipal bonds normally sell at rates lower than taxable issues. Investment of
proceeds is regulated by Section 103 of the Internal Revenue Code.

Arbitrage Boads - Obligations issued by a state or political subdivision in
contravention of Section 148 of the Internal Revenue Code, the effect of which is to render such bonds
taxable.

Arbitrage Certificate — See Non-Arbitrage Certificate.
Assessed Valnation - The valuation placed on property for purposes of taxation.
Average Life - The weighted average maturity of an issue.

Basis Point - One one-hundredth of a percent (.01%), used to express yield
differentials.

Bearer Bond - A bond that has no identification as to owner and is presumed to be
owned by its holder. Holder collects interest by presenting one of the detachable interest coupons to the
issuer's agent or bank.

Bid - A proposal to purchase an issue of municipal securities offered for sale either
in a competitive or negotiated offering. The bid will specify the interest rates for each maturity and the
purchase price which is usually stated in terms of par, e.g., "par plus a premium" or "par minus a
discount.”

Bid Discount ~ The difference between the bid price and par value, when bid price
is less than par value.

Boad - An interest-bearing promise to pay a specified sum of money — the

principal amount ~— due on a specific date to the holder or owner. The terms "Bond” and "Note" are
often used interchangeably. See also "current coupon bonds" and "zero coupon bonds."

Boad Resolution - Resolution passed by legislative body suthorizing the issuance

of securities and approving the Official Statement. The resolution also contains the covenants and
restrictions of the issue. For a competitive sale, the Bond Resolution also includes the Notice of Sale.
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Boad Register ~ The listing of the names and addresses of the current registered
owners of the securities, as maintained by the trustee or bond registrar.

Boad Registrar - The institution (usually a bank or trust company) identified on the
security as the agent designated by the issuer to maintain the bond register and make payment of
principal and interest. See Paying Agent and Transfer Agent.

Boad Rating  Designations assigned by credit rating agencies to give relative
indications of credit quality.

Boad Bask - Investment vehicle whereby local govemment debt securities are
purchased and pooled into larger offerings which are then sold to provide money for projects the
localities are committed to financing. The purpose is to provide better market access for small, lesser-
rated issuers.

Boud Counsel's Opinion - Opinion which usually addresses (1) whether the bonds
are valid and binding obligations of the issuer; (2) the source of pevment or security for the bonds; and
(3) whether and to what extent interest on the bonds is excluded from gross income of an owner for
Federal income tax purposes and exempt from taxes, if any, imposed by the state of the issuer.

Boad Purchase Agreemeat (BPA) — An agreement between an issuer and the
Underwriter of the bonds, setting forth the terms of sale (i.c., price of securities, any premium or
discount, interest rates), conditions to closing, restrictions on the liability of the issuer and any indemnity
provisions. In a competitive sale the BPA is replaced by the Notice of Sale and the bid form.

Boad Anticipation Note (BAN) - Notes issued by public agencies to obtain
temporary financing for Projects that will eventually be financed on a long-term basis (and the BAN
repaid) through the sale ol bonds.

Bonded Debt - The portion of an issuer's total indebtedness represented by
outstanding bonds.

Boadholder - Any person who shall be the bearer of any outstanding bond registered
to the bearer or not registered. Also means the registered owner of a registered bond.

Book-Eatry-Only Boads - Bonds that are accounted for through a centralized
system for the holding and accounting of ownership and transfer of ownership of securities. In book-
entry—-only issues, physical bonds are not printed.

Broker - A person or firm acting as an agent for buyers and scllers, charging a
commission for services rendered.

Call - Exercise of the right of the issuer to prepay its debt prior to the specified
maturity date and demand surrender of its bonds for redemption, refunding or sinking fund purposes on
a specific date at a specified price at or above par.

Call Premium - The amount the issuer has promised to pay in excess of par value
when bonds are redeemed in advance of their maturity date.

Call Price - The specified price, at or above par, to be paid by the issuer upon a
redemption of bonds prior to maturity.

Callable Bonds - Bonds that are redecmable by the issuer prior to the specified
maturity date at a specified price at or above par. May be accomplished by refunding.

Capital Improvement (Projects) Fund - A fund established by an issuer into which
proceeds of a bond issue are deposited for payment of capital construction or capital improvement costs.
See Construction Fund.

Capital Lease - Reference to a type of lease which for accounting and financial

reporting purposes is chaiacterized by a term that spans all or a major portion (75 percent or more) of
the useful life of the leased property.
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Capitalized Interest — A portion of the proceeds of an issue which will be used to
pay interest on the bonds for a specific period of time (usually the period of construction of the Project
financed by the issue).

Certificate of Participation (COP) Lease - Reference to a type of tax—exempt leaxe
the lessor's interest in which is divided into fractional interests or shares represented by certificates of
participation that are marketed to investors.

Closing Date - The date on which all documents relating to a new issue of sccurities
must be finalized and sijpned. After an issue is declared to be closed, bond counsel will authorize the
exchange of money and securities. See Delivery Date.

Competitive Sale - A sale of municipal securities by an issuer in which underwriters
or syndicates of underwriters submit sealed bids to purchase the securities. This is contrasted with a
negotiated underwriting.

Coastruction Fund - A fund into which proceeds of an issue are deposited for
payment of Project costs. See Capital Improvement (Projects) Fund.

Costs of Issuance - Items of expense paid by the issuer directly related to the
authorization, sale and issuance of bonds or notes, which may include professional consultants' fees,
legal fees and charges, trustee's fees, printing costs, bond or note discounts, costs of credit ratings, fees
and charges for execution, transportation and safekeeping of bonds or notes, and filing and recording
fees.

Coupoa - The part of a bond that denotes the rate of interest due and on what date
and where the payment is to be made. Coupons are generally payable semiannually; coupon is also used
to refer to the interest rate of a bond.

Covenants - Agreements made by the issuer regarding repayment, security, pledges,
and the use of funds.

Cover Bid - The second best bid received at a competitive sale.

Credit Enhancement - A credit support purchased by the issuer to raise the credit
rating on a debt issue. The most common credit enhancements consist of municipal bond insurance
policies, direct or standby letters of credit.

Curreat Coupoa Boads - Bonds that pay interest, at a fixed interest rate, every six
months until they are redeemed or mature.

CUSIP ~ The Committee on Uniform Securit; "dentification Procedures, which was
established under the auspices of the American Bankers Associativa to develop a uniform method of
identifying municipal, United States government, and corporate securities. CUSIP numbers are assigned
to all new debt issues.

Dated Date - The date of an issue from which the bondholder is entitled to receive
interest, even though the bonds may actually be delivered at some other date.

Debt Service - The total payments of principal and interest required in a given time
period.

Debt Service Fund - The fund established by an issuer for payment of debt service
on bonds.

Debt Limit - The statutory or constitutional limitation on the principal amount of
debt that an issuer may legally incur or hold outstanding.

Default - Failure to make prompt payment of interest or principal due and owing on
a bond or otherwise comply with othcr covenants in financing documents.
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Defeasance - To set aside sufficient money to retire outstanding debt when due. A
full "legal” defeusance results in release from covenants and contractual obligations contained in the
bond documents. An "enhanced" defeasance provides for the retirement of all outstanding debt of an
issue but does not legally release all covenants.

Delivery Date ~ The date upon which the issue is delivered to and paid for by the
original purchaser. See Closing Date.

Denomination ~ The face amount or par value of a particular note or bond that the
issuer promises to pay on the maturity date. Most municipal bonds are issued in a minimum
denomination of $5,000, although a few older issues are available in $1,000 denominations.

Direct and Overlappiag Debt Statement - A list of all outstanding debt issues
covering any portion of an issuer's jurisdiction. Self-supporting debt is subtracted to show net debt.

Discount Boads - Those bonds selling below par.

Discouat - The amount (stated in dollars or a percent) by which the selling or
purchase price of a security is less than the principal amount or par value.

Double Exemption — Securities that are exempt from state as well as ‘ederal income
taxes are said to have double exemption.

Downgrade - The changing of a rating by a Rating Agency to a lower (less credit-
worthy) rating.

DTC (Depository Trust Company) - A central securities certificate depository
through which members effect security deliveries among themselves via computerized bookkeeping
entries.

Due Diligeace — Investigation conducted by underwriters and their counsel and, in
some cases also by bond counsel and issuer's counsel to determine whether all material items in
connection with the issuer, the issue and the security for the issue have been accurately disclosed in the
Official Statement (or if a Private Placement in the Placement Memorandum) and that no material
disclosure has been omitted.

Escrows - Bond proceeds invested in "AA" or "AAA" securities until certain
conditions described in the bond documents occur. May be used for new p_upccts or for refundings.

Expert Advisor - An individual or firm that advises the issuer on the terms of the
pricing offered by the underwriter in a negotiated sale.

Face Amount — The par value (i.c, principal or maturity value) of a security
appearing on the face of the instrument. See Denomination.

Facsimile Sigaature - The reproduction of a manual signature by engraving,
imprinting, stamping, or other means.

Federal Funds Rate - The interest rate at which Federal Funds are traded.

Federal Fumds - Deposit balances of commercial banks at the Federal Reserve
Banks. Bond transactions that require payment of proceeds in immediately available funds may be
accomplished by payment of the proceeds in federal funds.

Financial Advisor - A consultant to an issuer who provides the issuer with advice
with respect to the structure, timing, terms, or other similar matters concerning a new issue.

Fiscal Agent - See Paying Agent.

General Obligatioa Boad - In Oregon, a bond secured by the pledge of the issuer's
full faith, credit and unlimited property taxing power.
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Good Faith Check ~ The cashier's check payable to the issuer included with the
underwriter's bid on a competitive sale. The issuer deposits the check of the winning bidder and returns
the checks to unsuccessful bidders.

Gross Proceeds - In the context of federal tax law, the total proceeds of a bond
issue, including the original proceeds of the bonds, the investment return on obligations acquired with
the bond proceeds (including repayment of principal), and amounts to be used or available to pay debt
service on the issue.

Interest Payment Date — Date on which interest is due and payable.

Interim Fimancing - Financing during the time between capital construction or
improvement project commencement and the closing of the long-term bond issue, usually in the form
of a short-term note (bond anticipation note).

Internal Revenue Code - The Intemal Revenue Code of 1986, as amended.

Invested Sinking Fund - A fund used for the repayment of a term bond. equired
deposits are made, invested and used to call or redeem the term bond.

Investment Banker (Underwriter) - An individual or firm engaged in the financing
of capital. The investment banker purchases securities from the issuer for resale to investors.

Investment of Proceeds — The allowable investment of bond proceeds is described
in detail in the bond resolution, indenture or trust agreement. Permitied or qualified investments are
reviewed carefully by rating agencies, credit providers and investors. Generally, bond procoeds must
be invested in instruments of the same or higher rating as the debt issue, and interest earnings, with
some exceptions, are subject to rebate.

Issue - A specific identified issue of securities (¢.g., "General Obligation Building
Bonds, Series 19917).

Issuer - A state, political subdivision, agency, or authority that borrows money
through the sale of bonds, notes, >r certifies of participation.

Lease Purchase financing - A long-term financing lease which may be sold publicly
to finance capital equipment or real property acquisition or construction. The lease may be resold as
certificates of participation or lease revenue bonds.

Lease-Purchase Agreement - Reference to a contract that is called a lease but is
in substance a purchase or sale for which payments are made in installments over time. Lessee acquires
ownership as well as use of the leased property from the inception of the lease term, and the lease
typically specifies a date on which title to the property changes hands.

Legal Opinion - An opinion concerning the validity of a securities issue with respect
to statutory authority, constitutionality, procedural conformity, and usually the exemption of interest
from federal income taxes and state income taxes. The legal opinion is usually rendered by a law firm
recognized as specializing in public borrowings, often referred to as "bond counsel” or "special counsel.”

Lessee - The public entity (the obligor) that agrees to lease specific property from
another entity (the lessor) for a stream of lease payments, containing both a principal and interest
component, for a specified period.

Lessor - The entity (usually private (in Oregon)) that agrees to participate in a lease
arrangement to facilitate the lessee's ability to borrow money through issuance of certificates of
participation or lease revenue bonds. The lessor typically assigns all duties, including collection of lease
payments and payments to investors, to a trustee.

Level Debt Service - Provides approximately equal annual payments to be made by
the issuer through gradually inr-<asing principal amounts coming due that are offset by declining interest
payments.
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Limited Tax Bond ~ A bond secured by a pledge of a tax or category of taxes that
are limited as to rate or amount.

Manager (or semivr manager) - The underwriter that serves as the lead underwriter
for a bond issue. The manager may or may not enlist "co-managers" to assist in the underwriting and
sale of the bonds.

Mandatecy Redemption - Circumstances that require the call or redemption of
outstanding securities, usually at par.

Maturity Schedule - The schedule (by dates and amounts) of principal waturities
of an issue.

Maturity - The date when the principal amount of a security becomes due and
payable.

Minor Portion ~ Under the Tax Reform Act of 1986, that portion of bond proceeds
which may be invested at an unrestricted yield (an amount not exceeding the lesser of five percent of
the proceeds of the issue or $100,000).

Municipal Securities Rulemaking Board (MSRB) - An independent self regulating
organization established by the Securities Amendments Act of 1975, which is charged with primary
rulemaking authority over dealers, dealer banks, and brokers in municipal securities.

Negotiated Sale (or underwriting) — A sale of securities that is negotiated with a
single underwriting firm (or syndicate of firms) selected in advance.

Net laterest Cost (NIC) - The traditional method of calculating bids for new issues
of municipal securities. Computed as either: (a) Dollar Cost: total scheduled coupon payments + bid
discount (-bid premium), or (b) Interest Rate: total scheduled coupon payments + bid discount (-bid
premium) divided by bond year dollars. NIC does not differentiate between this value of interest paid
immediately and interest paid in the future. See also True Interest Cost.

Net Lease (Triple Net Lease) - A lease in which operational costs, including (1)
maintenance, (2) taxes, and (3) insurance are paid by the lessee and are not part of the lease payments.

No-Arbitrage Certificate - Certificate prepared by bond counsel and signed by the
issuer which states that the sale of the security and investment of proceeds will not violate IRS arbitrage
regulations.

No-Litigation Certificate - Centificate prepared by bond counsel and signed by the
issuer which states that no pending litigation against the issuer will interfere with the pledges and
covenants made by the issuer in respect to repayment of debt service.

Non-Appropriation Clause - A clause in a lease-based financing stating the lease
will terminate if the governing board does not annually appropriate the lease payment.

Non-Callable Bond - A bond that cannot be called for redemption by the issuer
before its maturity date.

Notes - Short-term promises to pay specified amounts of money, secured by specific
sources of future revenues, such as taxes, federal and state aid payments, and bond proceeds.

Notice of Sale - An official document prepared by or for the issuer enumerating the
important characteristics of the bond issue, the bidding rules, and other information pertinent to bidders
for the purposes of preparing bids.

Offering Prices —- The price at which the underwriter or members of an underwriting
syndicate for a new issue will offer securities to investors.

Official Statement - A comprehensive document prepared by or for the issuer
containing detailed informatica about the security being offered, the issuer and the security pledged for
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payment of the issue. The official statement is similar to a prospectus. See Preliminary Official
Statement.

Original Issue Discount - The discount from par at which a new issue comes to the
market, Le., is offered to investors.

Original Issue Premium - The amount by which the original offering price for a
security exceeds its par value.

Original Proceeds - Net amounts (after the payment of all expenses of issuance)
received by the issuer as a result of the sale of the issue.

Original Purchaser - The purchaser of an issue directly from the issuer, usually an
underwriter.

Overissuance - A bond issuc where it may be reasonably expected that the original
proceeds of the issue will exceed the amount necessary for the governmental purpose or purposes of the
issue by more than 5%.

Overlapping Debt — That portion of the debt of other governmental units for which
residents of a particular municipality are responsible (e.g., for services or facilities shared by several
municipalities).

Par Value - The principal amount of a bond or note due at maturity.

Paying Ageat - The institution (usually a bank or trust company) identified on the
security as the agent designated by the issuer to make payment of principal and interest. Sce Bond
Registrar and Transfer Agent.

Point - One percent of the face amount of a bond; $10 for each $1000 face amount.

Preliminary Official Statement ~ A version of an official statement in preliminary
form without pricing, yield or maturity information used by the issuer or underwriter(s) to inform the
public prior to receipt of bids at competitive bidding or prior to the assignment of an interest rate and
offering price in a negotiated sale. Orders for the security may not be taken based on a distribution of
these preliminary documents, and a statement to this effect is usually contained on the cover page,
printed in red, and thus the preliminary document is often referred to as the "Red Herring".

Pricing Date - In a competitive sale of securities, the date bids to purchase the issue
are due. In a negotiated sale of securities, the date the interest rates and original issue prices are
finalized to determine yield to maturity.

Principal Amount - The face amount of a bond, exclusive of accrued interest and
payable at maturity or, as to an issue, the aggregate principal amount of the issue.

Private Placement - The original placement of an issue with one or a few investors
(usually banks, life insurance companies, pension funds, or other financial institutions) as opposed to
being publicly offered and sold. Private placements are not subject to the Securities Act of 1933.

Proceeds - The money the issuer actually receives upon initial delivery of an issue,
being par value, plus premium or less discount, and plus accrued interest.

Project - The stated use of proceeds of the issue.

Rating Agencies ~ Organizations which provide the service of evaluating the relative
creditworthiness of issues and assigning ratings to them, such as Moody's Investors Service, Inc,
Standard & Poor's Corporation, and Fitch's Investors Service.

Rating Agency - An agency which analyzes new and outstanding bond issues to
assign a rating of comparative quality.
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Reasouably Required Reserve ~ Term used in the Internal Revenue Code to describe
an amount, not exceeding 10% of the face amoun' of the bond, which will not be used for payment of
project costs but will be held in reserve for a specified purpose, e.g., payment of debt service.

Rebate -R. .- 2ent imposed by Tax Reform Act of 1986 whereby {ssuer of bonds
must pay the Intemal Revenur  .ice an amount equal to its profit eamed from investment of bond
proceeds at a yield above the bond yield calculated pursuant to the Intemal Revenue Code, together with
all income eamed on the sccumulated profit pending payment. Payments are due at least every five
years and are subject to certain exceptions.

Red Herring - See Preliminary Official Statement.

Red Book ~ The Bond Buyer "Directory of Municipal Bond Dealers of the United
States,” which also contains a directory of bond counsel and financial advisors.

Redemption - Also referred to as a "call”, the cancellation of an outstanding debt
through a cash payment prior to its stated maturity. Called or redeemed bonds that are not surrendered
cease to earn interest.

Refunding - The sale of a new issue, the proceeds of which are to be used to pay
debt service on and retire an outstanding issue. The purpose of refunding may be to save interest cost,
extend the maturity of the debt or remove restrictive covenants in the security documents.

Registered Boad - A bond the owner of which is registered with the issuer, bond
registrar of trustee cither as to both principal and interest or as to principal only. Transfer of ownership
can only be accomplished when the securities are properly endorsed by the registered owner and the
transfer recorded on the registration books.

Reoffering Price ~ For new issues coming to market, the price at which bonds are
offered for sale to investors by the underwriter(s).

Reserve Fund - Fund held by issuer or designated trustee for a portion of proceeds
as required by law and the bond resolution. May not exceed 10% of the net proceeds of the bonds.
Often is required on revenue bonds to maintain reasonably required reserve in the event of a shortfall
in revenues to pay debt service.

Sale Date - See Pricing Date.

Selling Group - A group of dealers and brokers that have been asked to join in the
offsring of a new issue of securities, but are neither liable for any unsold balance nor share in the profits
of the underwriting syndicate,

Serial Boads - Bonds which are stated to mature annually (or, in some cases,
semiannually) over a number of years.

Short-Term - A term usually referring to obligations with a maturity of less than
one year.

Sinking Fuad - A fund established by bond issuers, generally required in the bond
resolution, that is increased through time for the purpose of either retiring some of the outstanding bonds
before their maturity or reducing the risk of default of the bonds.

SLG's ~ Securities issued by the U.S. Treasury Department known as the State and
Local Government series. These securities are backed by the full faith and credit of the U.S.
Government and may be ordered only on behalf of state and local issuers to be held in an escrow fund
for advance refundings.

Special Tax Counsel - A municipal bond lawyer or firm that specializes in Internal
Revenue Code compliance, .

Spread - The difference between the bond and the asked price or yield in the
quotation of a security; the difference between yields on or prices of two securities of differing sorts or
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differing maturities; the difference between the underwriter's bid on a bond issue and the resale price
to the public.

Syadicate - A group of underwriters formed for the purpose of participating jointly
in the initial public offering of a new securities issue. The underwriting syndicate will be led by a
"senior manager”.

Tax Exempt Municipal Lease - A long-term financing lease (e.g., a lease with an
option to purchase) which, for Internal Revenue Service purposes, is an "obligation” of a state, local
government unit, authority or other political subdivision but is not indebtedness under state constitutional
and statutory debt limits and debt incurring procedures.

Tax Anticipatioa Note (TAN) - A note issued in anticipation of the future receipt
of the proceeds of taxes assessed by the issuer.

Tax and Revenue Anticipation Note (TRAN) - A note issued in Anticipation of
future receipt of the proceeds of taxes assessed by the issuer and of revenues received from other
sources.

Tax Reform Act of 1986 — Federal tax legislation which substantially changed
existing federal income tax laws, and imposed severe restrictions on the issuance by local governments
of debt securities the interest upon which is exempt from federal income tax.

Temporary Period - Under Section 148 of the Internal Revenue Code, a period of
time during which bond proceeds can be invested at unlimited yields.

Term Boads - Bonds of an issue that have a single stated maturity date. Serial
bonds and term bonds are often combined in one issue.

Term Issue - An issue or portion of an issue that has a single stated maturity.
Total Bonded Debt - The total general obligation debt issued by a municipality.

Total Direct Debt - The sum of the total bonded debt and any unfunded debt
(typically short-term notes) of a municipality.

Transcript of Proceedings — Collection of documents relating to an issue. The
transcript is prepared and distributed by bond counsel.

Transfer Ageat - An agent of the issuer responsible for issuing registered securities,
formulating and maintaining a list of registered owners, effectuating transfers and making necessary re—
registration, and maintaining blank certificates to allow for secondary market trading. Transfer Agents
may also serve as Paying Agents and be responsible for paying interest on a timely basis.

Transferred Proceeds — A federal income tax concept applicable in the case of
refundings, referring to the proceeds of a prior bond issue which are unexpended oa the date the prior
issue is discharged. Such proceeds are treated as being transferred to the refunding bond issue for
investment yield limitations purposes.

True Interest Cost (TIC) - A method of computing interest cost or rate for new
issues of securities involving discounted present value. Sometimes called "Canadian interest cost”
(CIC). TIC is the preferred method for calculating the effective interest cost of an issue structure. See
also NIC.

Underwriter - A financial institution (investment bank or commercial bank) which
purchases a new issue of municipal securities for resale. The underwriter may acquire the bonds either
by negotiation with the issuer or by award on the basis of a competitive bidding. The underwriter
assumes all the risk, and thus all the profits or losses, of selling the new issue; the individual at the
underwriting firm who is responsible for valuing and purchasing the new issue.

Underwriter's Counsel - A firm of municipal bond attorneys hired by the
underwriter to prepare the official statement in a negotiated underwriting and review ali documents and
agreements.
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Underwriting Spread - An amount representing the difference betwoen the price at
which securities are bought from the issuer by the underwriter and the price at which they are reoffered
to the investor.

Yk4d to Maturity - A yield concept based on the assumption that the security is held
to maturity and that all interest received over the life of the bond is invested at the coupon rate of
interest.

Zero Coupoa Bouds - Bonds that bear no periodic interest but are marketed at
substantially below face amount. The maturity value an investor receives is equal to the principal

invested plus interest earned compounded semiannually at the original offering yield to maturity. See
Current Coupon Bonds.

source: Packard Press, Financial Publication Division

1.y
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APPENDIX C

OREGON REVISED STATUTES'

Notice by School Board for Meetings

192.640 Public motice
required; special notice for executive
scasioms, special or emergency
meetings. (1) The governing body of
a public body shall provide for and
give public notice, reasonably
calculated to give actual notice to
interested persons including news
media which have requested notice, of
the time and place for holding regular
meetings. The notice shall also
include a list of the principal subjects

anticipated to be considered at the

meeting, but this requirement shall
not limit the ability of a governing
body to consider additional subjects.

(2) If an executive session only
will be held, the notice shall be given
to the members of the governing body,
to the general public and to news
media which have requested notice,
stating the specific provision of law
authorizing the executive session.

(3) No special meeting shall be
held without at least 24 hours notice
to the members of the governing body,
the news media which have requested
notice and the general public. In case
of an actual emergency, a meeting
may be held upon such notice as is
appropriate to the circumstances, but
the minutes for such a meeting shall
describe the emergency justifying less

than 24 hours' notice. 1m cam2s 4199 cosd
§ 31981 cis2 s 1)

Ballot Title

250.035 Form of ballot title.

(1) The ballot title of any
measure to be initiated or referred
shall consist of:

(@) A caption of not more
than 10 words which reasonably
identifies the subject of the measure;

(b) A question of not more
than 20 words which plainly phrases
the chief purpose of the measure so
that an affinmative response to the
question corresponds to an affirmative
vote on the measure; and

(c) A concise and impartial
statement of not more than 85 words
summarizing the measure and its
major effect.

(2) The ballot title shall not
resemble, so far as probably to create
confusion, any title previously filed for
a measure to be submitted at that

election. (e cise s 15 199 cars ¢ 1; 1905 cons § 1;
1987 c5S6 § L 1987 15 § 1)

THE FOLLOWING SECTION
119 OF CHAPTER %03 OF OREGON
LAWS 1991 IS ADDED TO AND
MADE A PART OF ORS CHAPTER
250,

SECTION119. 1) T h e
ballot title of any measure requesting
elector approval of bonds, the
principal and interest on which will be
payable from taxes imposed on
property or property ownership that
are not subject to the limitations of
section 11b, Article XI of the Oregon
Constitution, shall contain, in addition
to the matters required by ORS
250.035, the following statement
immediately after the ballot title
question and appearing with it, in this
manner:

Question:  (herein the question is
stated) If the bonds are approved,

* Please note the editors bave altempted to update the text of the Oregon Revised Statutes set forth below in
accordapce with the changes made by the 1991 Oregon legislature. However, the changes to the Oregon Revised Statutes
have not been reviewed or approved by the Legislative Counsel Committee.
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they will be payable from taxes on
property or property owuership that
are not subject to the limits of section
11b, Article XI of the Oregon
Constitution.

@) The words of the
statement required by subsection (1)
of this section shall not be counted for
purposes of ORS 286.03S.

Certain Election Procedures

254465 County clerk may
conduct clection by mall; motice te
governing bodies; clection dates when
voting by mail prokibited. (1) A
county clerk may conduct an election
by mail in the county, in a city or in a
district defined in ORS 255.012, under
the supervision of the Secretary of
State. In deciding to conduct an
election by mail, the county clerk may
consider requests from the governing
body of the county, city or district,
and shall consider whether conducting
the election by mail will be
economically and administratively
feasible.

(2) Not later than the third
Monday in January of each year, the
county clerk shall advise the
governing body of the county, each
city and each district for which the
coun'y clerk is the election officer that
the county clerk may conduct one or
more elections by mail in that year.

(3) Not later than the 50th
day before any election, other than a
recall or emergency election, held on
any date other than the date of a
primary or general election, the
county clerk shall notify the affected
county, city or district whether its
election will be conducted by mail.

(4) This section applies to any
election, other than an emergency
election, held on any date other than
the date of a primary or general

election. (191 coes 5 1; 1989 c.199 8 1; 1988 c575 4 1
1987 337 § 2; 1991 719§ 12)

other measure. (1) Not later than the
61st day before a district election on a
measure to be held on the fourth
Tuesday in March, the third Tuesday
in May or the first Tuesday after the
first Monday in November, on the
47th day before a district election on
a measure to be held on the third
Tuesday in September or the 34th day
before a district election on a measure
to be held on any other day, the
district election authority shall deliver
to the election officer a notice stating
the date of the election and a ballot
titte. The district election authority
shall prepare the ballot title for a
measure referred by the authority
with the assistance of the district
attorney for the county of the election
officer or an attorney employed by the
district election authority.

(2) If a district submits a
measure to the electors of the district
at an election held on the third
Tuesday in May or the first Tuesday
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after the first Monday in November
and the district submitted a measure
on the election date in ORS 255.345
(1) immediately preceding the date of
an election held on the third Tuesday
in May or the first Tuesday after the
first Monday in November, the district
election authority shall file the
measure for the election held on the
third Tuesday in May or the first
Tuesday after the first Monday in
November with the election officer not
later than the 47th day before an
election held on the third Tuesday in
May or on the first Tuesday after the
first Monday in November.

(3) A notice of election called
to approve the issuance of bonds shall
include:

(2) The purpose for which the
bonds are to be used;

(B) The amount and the term
of the bonds;

(c) The kind of bonds
proposed to be issued; and

(d) If the bond election is
authorized by ORS 450.900, the
additional notice requirements in ORS
450.908.

(4)(a) In the case of a measure
submitted by initiative or referendum
petition, the election officer shall
publish the notice in the next available
edition of a newspaper of general
circulation in the district after the
deadline for filing the notice.

(b) In the case of a measure
referred by the district election
authority, the election officer shall
publish the notice of election and a
notice that an elector may flle a
petition for review of the ballot title
not later than the date referred to in
ORS 255.155, in the next available
edition of a newspaper of general
circulation In the district after the
notice of election is filed. If the circuit
court certifies a different ballot title,

the election officer shall publish an
amended notice of election in the next
available edition of the newspaper
referred to in this subsection after the
new title is certified to the election
OffICer. wormery 399.0%, 1961 ca73 § 33 1961 con1 ¢ 1,
1963 c379 8 1908 c008 § Q; 190T M7 § X3; 0O0. 123 ” M)

(1991 71 § M; 1991 307 § L))

255095 Publication of clection
notice and facsimile of sample ballet.

(1) Notice of any district
election shall be published once in a
newspaper of general circulation in
the district.

(2) Not later than the day of
the election nor sooner than the 15th
day before the election, the election
officer shall publish a facsimile, except
as to size, of the sample ballot, a list
of the polling places and the hours the
polls are to be open. The information
shall be published once in the
newspaper in which the notice was
published under subsection (1, of this
section, at the current published local
display advertising rate.

(3) The Secretary of State by
rule may establish the procedure for
preparing election notices for

publication in a newspaper. ey
199.100; 1983 <379 § &

255215 Notice by mall in Rea
of or In addition %o mewspaper
publicstion. In lieu of or in addition
to publication of notice under ORS
255.085 and 255.095, if it is expedient
to do so the election officer may give
notice by mail to each elector of the
district. The notice shall have postage
prepiid, and shall be considered given
when mailed. Mailed notice of a
district election under ORS 255,085
shall be made not later than
Thursdays after receipt of the ballot
titte. Proof of mailing shall be by
affidavit of the election officer. The
affidavit shall state the time and place
the notice was mailed. ey 209.100; 1991
CITS § X5 1981 AP 4 7; 1906 000 § 43; 1991 007 § W

255345 Special clection dates.
(1) Except as provided in ORS
255355 and subsection (2) of this

APPENDIX C -3

122



section, a special election called by a
district election authority shall not be
held on any date other than:

(@) The fourth Tuesday in
March;

() The third Tuesday in
May;

(c) The last Tuesday in June;

(d The third Tuesday in
September; or

(e) The first Tuesday after the
first Monday in November.

(2) A special election may be
held on a date other than that
provided in subsection (1) of this
section, if the district election
authority by iesolution finds that an
election sooner than the next available
election date is required on a measure
to finance repairs to property
damaged by fire, vandalism or a
natural disaster.

(3) As used in this section,
"district election authority" mcans the
body or officer authorized or required
to call an election for a public
corporation formed under, and
deriving its powers solely from, the
statutes of this state, but does not

include a city or county. permery 259.260;
1921 c439 § 9; 1909 ¢ 923 § 17}

Bonds Generally

287008 Issuance of bonds of

ties. All bonds issued by
municipalities shall be issued in
accordance with the provisions of
ORS 288.515 to 288.560. (Amcated vy 1967

cAOS§ 1;1969¢35¢ 2; 1971 c325 4 2; 1975 c642 § 17; 1981 c.526
$ 1983 cMTE N

287010 Appraised Value of
Timber Used in Determining
Borrowing and Boading Capacities of
Eastern Oregon Counties, Cities and
Districts,

Notwithstanding any provision
of ORS 321.405 to 321.520, timber in
eastern Oregon shall be considered as
though it remained c¢n the tax rolls at
the appraised values established
pursuant to ORS 321.485(3) for the
purpose of determining the borrowing
and bonding capacities of counties,

cities and taxing districts in eastern
Oregon.

11961 €27 027}

287012 Use smd Disposition of
Boad Proceeds.

(1) Notwithstanding any other
provision of law, when bonds,
obligations or other evidence of
indebtedness issued by any district,
authority o public corporation after
August 9, 1961, are sold the proceeds
may be used to pay attorneys' fees
and other expenses incurred in the
preparation, anthorization, issuance
and sale of, and in all proceedings
relating to, such bonds, obligations or
other evidence of indebtedness.

(2) When the bonds are sold, the
proceeds received in excess of the
principal shall be placed with the
principal in the improvement fund for
which the bonds were issued or in a
debt service fund to repay the bond.

<191 0§ L; 1971 515 § 1>

287014 Definitions for ORS
287014 te 287.829. As used in ORS
287.014 to 287.026, unless the context
requires otherwise:

(1) "Bond" means a general
obligation bond or a limited tax bond,
as defined in Section 98 of this 1991
Act.

(2) "Issuer” includes the state,
cities, counties, common and union
high school districts, community
college districts, special districts,
authorities, and other municipal
corporations authorized by law to

issue general obligation bonds. nss s
§ 9 (omacted in lhew of 387.002)

287016 Manner of issmance.
Bonds of any issuer shall be issued in
the manner provided in ORS 287.014
t0 287.026. 1975 coa2 § 10 onacted in low of 2870020

287018 Preliminary official
statement required for gemeral
obligation issmes. For general
obligation issues:
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(1) For bonds which are sold
at public competitive bid sale, the
issuer shall prepare and make
available upon request to bidders and
investors a preliminary official
statement that includes the following:

(a) Past and current financing
and estimated future financing of the
issuer;

(b) A brief description of the
financial administration and
organization of the issuer;

(¢) A brief description of the
economic and social characteristics of
the issuer which will permit bidders
and investors to appraise the issuer's
ability o assume and service
adequately the debt obligation; and

(d) Any other information the
issuer may provide or which the
Oregon Municipal Debt Advisory
Commission may require by rule of
any issuer other than the state.

(2) The preliminary official
statement described in subsection (1)
of this section shall be available not
later than 14 calendar days preceding
the bond sale.

(3) The preliminary official
statement shall contain the best
available information which shail be
accurate to the best knowledge of the
issuer. However, any errors or
omissions in the preliminary official
statement shall not affect the validity
of the bond issue.

(4) The statement required by
this section of state agencies shall be
submitted to the State Tr asurer for
approval. If not approved, the State
Treasurer shall note the revision
required. The issuer shall make the

noted revisions. (1975 cs42 § 11 eascted in e of
387.003); 1977 266 § & 1921 460§ 12; 1983 M7 § 10; 1991 c.902
$ 0y

287.020 Assistance by Oregon
Municipal Debt Advisory Commission;

(1) The issuer may request
the Oregon Municipal Debt Advisory
Commission to prepare the
preliminary official statement
described in ORS 287.018.

(2) The issuer may request the
Oregon Municipal Debt Advisory
Commission to prepare the notice of
bond sale required by ORS 287.022
and 287.024. However, the
responsibility for publication,
advertising and distribution of the
notice of bond sale shall remain with
the issuer.

(3) The commission may
charge the issuer a fee commensurate
with expenses incurred in the
preparation, publication and
distribution of a preliminary official
statement or notice of bond sale
prepared pursuant to subsection (1) or

(2) of this section. s csa 4 13 (ascsed i hew
o 387.002); 19T 266 §

287822  Requirements for
sotice of bond sale; bids required. (1)
For bonds which are sold at public
competitive bid sale, the issuer shall
prepare a notice of bond sale which
shall specify:

(a) The time, date and place
where bids will be received, and
considered and acted upon, the total
amount of bonds, and the
denominations of the bonds;

(b) The issue date, maturity
dates and amounts, interest payment

dates, and place of payment of the
bonds;

() The date of optional
redemption, if any, the call price
premium, if any, and the order of
bond redemption and place of
redemption;

(d The maximum effective
rate of interest and the minimum
percentage of par value of the bonds
which may be bid;
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(¢) The required good faith
deposit by certified or cashier's check
on a bank doing business in this state
in the amount not less than two
percent of the par value cf the bonds,
or $500,000, whichever is the lesser;

(H Such constraints on the
coupon rates as the issuer may

impose;

The interest basis and
definition thereof on which bond bids
are to be awarded; and

(h) The name of bond counsel,
if sny, who will furnish the legal
opinion.

(2) The notice of sale may
contain;

() The name of the person
who will furnish financial data;

(b) Coupon rate multiples;

(¢) Registration provision, if
any;

(d) Bid forms availability;

(¢) Estimated delivery date
and place;

(D Procedure for awarding tie
bids;

(® Suck other conditions as
the issuer may impose;

(h) The statute and ordinance,
if any, pursuant to which the bonds
are to be issued; and

(1) The purpose of the bonds.

(3) Bids submitted must be
for all bonds offered for sale. All bids
are to be unconditional and to be
submitted Iin writing in a8 sealed
envelope clearly marked as a proposal

for bonds. (1975 csa2 § 13 euacted in tew of 287002);
1981 c94 § 13; 1991 c 942 § M)

287024 Notice; publication.
For bonds which are sold at public

competitive bid sale, and except for
the state:

(1) The issuer shall cause the
notice of bond sale, or a summary
thereof, to be published in one or
more newspapers having general
circulation within the boundaries of
the issuer.

(2) The notice of bond sale, or
the summary, shall be published not
less than 14 calendar days preceding
the date of the bond sale.

(k)] In addition to the
publication described in subsection (1)
of this section, a notice or summary of
the notice shall be published in a
business and financial newspaper
published in Portland, Oregon, not
less than 14 calendar days preceding
the date of bond sale. If a summary
is published under this subsection, it
must specify the location where the
complete notice of sale is avallable.

(4) For issues of $10 million
or more par value, & notice or
summary of the notice of bond sale
shall be submitted for publication in
at least one flssue of s national
financial newspaper not less than 14
calendar days preceding the date of
bond sale.

(5) Copies of the complete
notice of sale shall be furnished upon
request to bidders, Investors and the
public.

(6) If circumstances warrant,
the State Treasurer may on an
individual sale basis approve other
terms and conditions for the public
notice of bond sale in lieu of or in
addition to those specified in
subsections (1) to (4) of this section.

(1973 c642 § M (emacted n ow of 287.003); 1901 661 § 7; 1990
M7 § 11; 1991 c. I § L 1991 902 § 99)

287826 Bids as public record;

to whom sale made; time of sale;

of bidse. For bonds which

are sold at public competitive bid sale:

(1) Bonds shall be awarded by public

competitive sale on the basis descrii-ed

in the notice of sale. All bids must be

entered into the public record of the
issuer.

(2) All bids shall be publicly
opened at the time and place specified
in the notice of sale. The bonds shall
be sold to the responsible bidder
whose bid will result in the lowest
interest cost to the itsuer, as defined
in the manner set forth in the notice
of sale, and taking into consideration
any premium or discount bid. Unless
all bids are rejected, the sale must be
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acted upon within four hours of the
time the bids are opened.

(3) The issuer may reject any
or all bids and readvertise the sale of
bonds in the manner required by
chapter 642, Oregon Laws 1975. The
issuer shall make public the reasons
why any or all bids are rejected.

4) The issuer need not
calculate the total amount of the sale
prior to awarding the sale to any
bidder if the Ilssuer is able to
determine the lowest responsible bid
based on interest cost, discount and
premium aspects of the submitted

bids., 1975 csa2 § 15 qmacted In Bew of 387.003); 1967 000
§ L 199 co03 § 94

N The Lagleletive Couasel has wet, purvesst o

sale;

of 287014 teo 287.026.
Notwithstanding any other provision
of law, a municipality may negotiate
the sale of its bonds or, may sell its
bonds at public competitive bid sale.
Unless bonds are sold to the Federal
Government or the State of Oregon or
any corporation, department or
agency thereof, when bonds are sold
by negotiated sale, the issuer shall
engage an expert advisor who shall
deliver to the issuer a report
evaluating the terms of the proposed
negotiated sale, prior to the sale of the
bonds. [is7s cea § 16 195 347 § 31; 1991 co02 § 991

Short-Term Borrowing

287435 "Municipality” defimed
for ORS 287442. As used in ORS
287.442, ‘"municipality," means
political subdivisions of or in this state
and municipal, quasi-municipal and

public corporations. (19e c134 § % 198 ws s
§1

287442 Asnthority to issoe
warranis aad short-term motes. (1)
The governing body of any
municipality may contract
indebtedness by issuance of warrants
or short-term promissory notes for
the purpose of meeting current

expenses, retiring outstanding bonds
or warrants, or paying the interest
thereon, whenever provision for such
borrowing has been made in duly
adopted budgets as provided by ORS
294.443,

(2) In the exercise of the
authority granted by subsection (1) of
this section, the governing body may
contract or refund short-term loans
which shall at no time exceed in the
aggregate 80 percent of the ad
valorem taxe: upon real and personal
property theretofore certified to the
county assessor for levy by such
municipality for the tax year in which
the warrants or notes are issued, and
80 percent of other budgeted and
unpledged revenues which the
governing bedy of such municipality
estimates will be received from other
sources during said tax year.

3) The debt limitations
imposed by law, or the charter of any
municipality shall not affect the right
of any municipality to issue warrants
or notes under authority of this
section, nor shall any such warrants
or notes be taken into consideration in
determining the percentage or extent
to which such municipality is indebted
under any such debt limitation.
Warrants or notes issued to refund
outstanding warrants or notes shall
not be considered to be within any of
such debt limitations.

(4) A municipality issuing the
notes shall determine:

(@) The maximum effective
rate of interest the notes shall bear;

(b) The manner of sale;

(¢) The discount, if any, the
municipality will allow;

(d) The terms and conditions
by which the notes may be redeemed
prior to maturity;

(¢) The maturities of the
notes, which shall not extend beyond
the end of the fiscal year in which the
borrowing takes plice;

€9 The form and
denominations of the notes; and
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® All other terms and
conditions related to the sale of the
notes.

(5) The municipality shall
deposit a portion of each distribution
of ad valorem taxes or payment of
revenues in anticipation of which the
notes or warrants are issued in a
separate account. Deposits to the
account shall be made according to a
schedule which requires that not less
than 100 percent of each distribution
or payment, which is received by the

municipality after the estimated date

of the municipality's maximum
cumulative cash flow deficit, be placed
in the account until sufficient aurounts
will be in the account to pay principal
and interest due on the notes or
warrants at maturity. The schedule
shall be established by the
municipality in its proceedings to issue
the notes or warrants. Moneys in the
account shall be used only to pay
principal and interest on the notes or
warrants, and may be pledged by the
municipality for such purpose. (nwsu
by 1977 A6 § 11983 124 § & 1983 c 96 § 2; 1905 c. 356 § I;
1988 cait § H

287526 Imterim borrowing
Emit; terms; payment. (1)) A
municipality may borrow money for
interim financing of a public
improvement if prior thereto an
agency of the state or of the Federai
Government has agreed in writing to
provide funds for the public
improvement or bonds of the
municipality have previously been
authorized to apply in payment of
such cost. Debts created under this
section outstanding at any cne time
shall not exceed in the aggregate the
estimated unpaid cost of the public
improvement or the total of written
offers of such state and federal grants,
if any, plus the amount of the bonds
previously authorized but not issued
for the public improvements,
whichever is the lesser.

(2) A municipality issuing the
notes shall determine:

(@) The maximum effective
rate of interest the notes shall bear;

(b) The manner of sale;

(¢) The discount, if any, the
municipality will allow;

(d) The terms and conditions
by which the notes may be redeemed
prior to maturity;

(e) The form and
denominations of the notes; and

(O All other terms and
conditions related to the sale of the
notes.

(3) Notes issued pursuant to
this section shall mature not later than
the date estimated by the governing
body of the municipality as the
completion date of the improvement
financed in whole or in part by the
loan or grant, The principal of the
notes and the interest thereon shall be
paid in full only from and within 60
days of receipt of the grant, if any, or
the proceeds of sale of the bonds
issued to finance such improvements
and from any other funds available
therefor.

(4) In the case of a state or
federal agreement described in
subsection (1) of this section and after
advertising, notes may be issued to
redeem prior notes, at the discretion
of the municipality, but can not
mature later than one year from the
date of such redemption. However, in
no case shall the maturity of the
original note when combined with the
maturity of any redemption notes
exceed the construction period of the

public improvement plus two years.
(1973 cAB8 § 2; 1961 c9¢ § 26; 1981 c526 § 5 DD .14 § B

WIKE (1973 c488 § § )\ & ropeaind by 1983 c 347
§ 32

WITR Amended by 1937 . 704 § 1; remumbered

88318

WIT (Amended by 1957 c. 74 § 1; rveusberad
8830)

MINE [(Amended by 1957 .74 § % reavmbered
288.9%¢)

288515 Definitions for
2838515 to 288.600.

As used in ORS 288515 to
288.590:

(1) "Bonds" means general
obligation, revenue or tax increment

bonds, or notes of a public body.
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(2) "Public body" means the
State of Oregon, its agencies,
institutions or any municipality
authorized by law to issue bonds.

(3 "Municipality" means a
political subdivision of this state and
municipal, quasi-municipal and public
corporations authorized by law to
issue bonds.

(1961 c.94 5.1; 1983 c 347 s L; 1991 983 § @

288520 Public bedy oo
determine intevest, discouat, uns;
maxismm isterest rate for
boads.

(1) Except as provided iIn
subsection (5) of this section a public
body issuing bonds shall determine:

(@) The maximum effective
rate of interest, if any, which the
bonds shall bear including variable
interest rates if the public body so
decides;

(b) The discount or premium,
if any which the public body will
allow;

(¢) The terms by which the
bonds may be redeemed prior to
maturity, including, but not limited to,
the amount of any permitted
premium;

(d) The form of the bonds;

(¢) The term of the bonds;

(D The schedule for payment
of bond principal and interest;

(@ The denominations of the
bonds; and

(h) For revenue bonds, tax
increment bonds or notes, the type of
sale.

) When issuing general
obligation bonds, the public body
must sell the bonds in conformance
with ORS 287.014 to 287.026.

(3) The schedule requir- by
paragraph () of subsection (1) i’ this
section shall provide for substantially
equal principal payments,
substantially equal combined
payments of principal and interest, or
payments of principal and interest
that are structured to facilitate
payment from expected revenues.
Before establishing a  schedule
structured to facilitate payment from

expected revenues, a municipality shall
prepare a financing plan that
reasonably estimates the flow of
revenues that are expected to be used
to pay bond principal aud interest,
and demonstrates that the expected
flow of revenues are sufficient to pay
bond principal and interest when due.
Not less often than annually, the
governing body shall review and
update its financing plan and, if
necessary, take appropriate action to
provide financial resources to assure
timely payment of debt service. For
purposes of this subsection, the term
"revenues” includes, but is not limited
to, assessment payments.

(C)) A municipality may
establish a sinking fund for the
purpose of repaying principal and
interest when due and may covenant
to make contributions to that fund.

(5) When a public body
issuing general obligation bonds is the
State of Oregon or one of its agencies,
the maximum effective rate of interest
which the bonds shall bear is 13
percent per annum. However, if an
agency is unable to sell the bonds
after a reasonable marketing effort,
the maximum effective rate of interest
may be increased but zhall not exceed
14 percent per annum,

(6) Notice of any redemption
authorized under paragraph (c) of
subsection (1) of this section shall be
given in the manner directed by the
public body, which shall include
publication in at least one issue of a
business and financiai newspaper
published within the City of Portland,
Oregon.

(1981 c.94 2.3; 1981 c461 s.4 1961 579 o.1; 1983 347
02; 1985 c4dl o3

288525 Expeaditure of bond
proceeds for imterest or redemption.
(1) A public body may expend bond
proceeds for the payment of interest
on the bonds for the period
established by the public body.

(2) A public body may expend
bond proceeds to purchase or redeem
the bonds from which proceeds are
derived. s css ¢ 1903 3073 3
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shall determine whether interest
should be paid semiannually or
otherwise.

(1981 e3¢ 0.9

288535 Use of seal

A public body authorized by
law to possess a seal shall cause such
seal to be imprinted, attached,
impressed or otherwise evidenced on
any bond of which it is the lssuer.
However, the failure to imprint,
attach, impress or otherwise evidence
a seal on any bond shall not affect the
validity thereof.

(1961 c 28

288.540 Anihorized sigaatures.

Bonds of a public body shall
be executed by the signature or
signatures of one or more officers as
specifietd by the public body.
Signatures of the designated officers
may be either manual or facsimile, but
at least one such signature shall be
manual in form. However, all
signatures of the public body may be
by facsimile if the bonds are to be
authenticated by at least one manual
signature.

(1961 c54 2.7

288.545 Form of bonds.

Bonds may be issued in
coupon form, with or without privilege
of registration, or may be in registered
form, or both, with the privilege of
converting and reconverting from one
form to another, upon such terms and
conditions as provided by the public
body and applicable provisions of
federal law, As evidence of
indebtedness, the public body may
utilize immobilized or book-entry
delivery systems and may use
depositories for these purposes.

(1981 c.94 o.8; 1989 c.129 § 1}

288558 Prelimimary official
statemaent mot required Im  certaim
circumstances.

The preliminary official
statement required for general
obligation bonds by ORS 287.018 shall
not be required for any issue for
which a commitment to purchase has
been received from any state or
federal agency unless such state or
federal agency requires the
preparation of such document, If any
other purchaser is awarded the sale of
general obligation bonds offered at a
sale for which a commitment to
purchase such bonds has been
veceived from a state or federal
agency, an official statement shall be
prepared prior to the delivery of the
bonds If such other purchaser so
requests,

(1961 c 94 .9

2385 et of
paying ageats. (1) In connection with
the issuance of bonds, any
municipality may appoint one or more
paying agents to serve as paying agent
on all bonds issued after May 26,
1983. The same agents must serve as
paying agent for all bonds issued by
the municipality.

2) The paying agents
designated under subsection (1) of this
section shall either be a financial
institution authorized to do business in
Oregon or the state's fiscal agent as
provided for in ORS 288.020.

(3) Any municipality which is
required by law to use the county
treasurer as paying agent may appoint
a paying agent and registrar. The
municipality shall provide the county
treasurer written notice of such
appointment no later than 20 days
following the appointment.

4) Any municipality
appointing a paying agent under the
authority of ORS 288.545 and 288.570
to 288.590 may:

(a) Provide for powers, duties
and functions and compensation of
such paying agent.
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(b) Limit the liabilities of such
paying agent.

(c) Prescribe a method for
resignation, removal, merger or
consolidation of such paying agent,
appointment of a successor paying
agent and transfer of right and
properties to such successor paying
agent,

(5) The entity through which
bonds are payable shall serve as

registrar under such terms and
conditions as may be required by rule
of the Oregon Municipal Debt
Advisory Commission in effect at the
time such agreement is executed.

()] If the municipality's
paying agent is the state's fiscal agent,
the municipality shall also designate a
coregistrar within the State of Oregon.
The coregistrar may be either a
financial institution authorized to do
business in Oregon or a municipality.
A municipality may appoint the state's
fiscal agent as paying agent for bonds
issued by the municipality. The
municipality is not required under this
section to appoint the state's fiscal
agent as paying agent for all bonds
issued by the municipality.

(7) Notwithstanding
subsection (5) of this section, in cases
where the municipality elects to serve
as its own paying agent, it may
contract with a financial institution
authorized to do business in Oregon
or the State of Oregon's fiscal agent to
register bonds at the time of original
issuance.

(8) The authority granted by
ORS 288.545 and 288.570 to 288.590 is
in addition to any suthority to appoint
a paying agent or registrar provided

by statute or charter amendment.
1298 § A KPS cMl S A

288.5% Regisicrea boad
ownership mot public record. The
records of registered bond ownership,
whether maintained by the state or a

municipality or its registrar, are not
public records within the meaning of
ORS 192.410(4). v carv s @

Rebates Required Under the Code

288598 Astherity o pay
rebates sad make investments
seceasary for tax-cxempt bond
interest. Notwithstanding any other
provision of law, a municipality
issuing bonds, the interest on which is
intended to be excludable from gross
income under federal income tax laws,
may:

(1) Covenant for the benefit of
the owners of the bonds to pay rebates
that are required under the federal
income tax laws in order for interest
on the bonds to be excludable from
gross income, The rebates shall be
considered an interest expense of the
bonds, and may be paid from any
source of funds which may be used to
pay interest on the bonds, or from any
source of funds which earns interest
that ic subject to rebate.

(2) Invest in United States
Government securities or other legal
investments which have a yield that is
less than current market yield, in
order to facilitate compliance with
federal laws which govern whether
interest on the bonds is excludable
fror gross income under federal
income tax laws, s o0 q

Taxable Bonds

238600 JIsmance of bomds
with taxable imterest suthorized. A
public body may issue bonds, notes or
other evidences of indebtedness the
interest on which is taxable for federal
income tax purposes to the holders of
the bonds, notes or other evidences of
indebtedness.  Notwithstanding the
grant of such authority to a public
body, a public body shall consent to
such taxation expressly in writing at
the time at which the bonds, notes or
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other evidences of indebtedness are
issued. The express written consent
shall be made a part of the transcript
of the proceedings of the issuance. mwe

D R

THE FOLLOWING
SECTIONS 98 TO 101 OF CHAFTER
902 OF OREGON LAWS 1991 ARE
ADDED TO AND MADE A PART
OF ORS CHAPTER 288

SECTION 9%8. As used in
sections 98 to 101 of this 1991 Act:

(1) "Actual cost" has the
meaning given the term under section
210, chapter 459, Oregon Laws 1991
(Enrolled House Bill 2550).

(2) "Capital construction” has
the meaning given the term under
section 210, chapter 459, Oregon Laws
1991 (Enrolled House Bill 2550).

(3) "Costs" when used with
capital construction or improvements
has the same meaning as "actual
costs" as defined under section 210,
chapter 459, Oregon Laws 1991
(Enrolled iiouse Bill 2550).

(4) "Credit agreement” means
a note, letter of credit, line of credit or
similar agreement in which a financial
institution agrees to loan funds to the
governmental wunit, and the
governmental unit pledges its full faith
and credit and agrees to pay the
amounts loaned over time, with or
without interest.

(5) "General obligation bond"
means & bond including a credit
agreement, which is a full faith and
credit obligation, and which is payable
from taxes which may be levied
without limitation by section 11,
Article XI of the Oregon Constitution,
and without limitation by section 11b,
Article XI of the Oregon Constitution.

(Y] "Governmental Unit"
means & unit of local government
within the State of Oregon, including,
but not limited to, cities, counties,
school districts, special districts, public
corporations and intergovernmental
corporations organized under the
authority of ORS 190.010.

(D "Improvement" has the
meaning given ‘"capital
improvements” under section 210,
chapter 459, Oregon Laws 1991
(Enrolled House Bill 2550).

(8 "Limited tax bond" means
a bond or other obligation which is a
full faith and credit obligation, and
which is payable from any taxes which
the issuer may levy within the
limiwstions of section 11 or 11b,
Article XI of the Oregon Constitution.

) "Structure” has the
meaning given the term under section
210, chapter 459, Oregon Laws 1991
(Enrolled House Bill 2550).

SECTION 9. 1) If
authorized by law other than sections
98 to 101 of this 1991 Act and in the
manner provided by law, a
governmental unit may issue general
obligation bonds when:

(8) The question of issuing the
specific bonds has been approved by
the electors of the issuing
governmental unit or the bonds
replace outstanding general obligation
bonds pursuant to section 100 of this
1991 Act; and

(b) The general obligation
bonded indebtedness will be incurred
for capital construction or
improvements.

(2) If authorized by law other
than sections 98 to 101 of this 1991
Act and in the manner provided by
law, a governmental unit may issue
limited tax bonds when authorized by
a resolution or ordinance of its
governing body.

(3) When issuing limited tax
bonds, a governmental unit may:

(a) Establish the maturity
schedule, interest rates, including
variable or adjustable rates of interest,
redemption provisions and other
terms of the limited tax bonds.
Notwithstanding this subsection, the
governing body, in the ordinance or
resolution authorizing the issuance of
such bonds or notes, may delegate to
any elected or appointed official or
employee of the governmental unit the
authority to determine the maturity
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dates, principal amounts, redemption
provisions, interest rates or the
method of determining a variable or
adjustable interest rate, denominations
and other terms and conditions of
such bonds which are not
appropriately determined at the time
of enactment of the authorizing
ordinance or resolution, which
delegated authority shall be exercised
subject to the applicable requirements
of law and such limitations and
criteria as may be set forth in such
ordinance or resolution;

(b) Pledge as additional
security for the limited tax bonds all
or any portion of its revenues of
whatever kind or 1 ‘ure and from
whatever source deri hich, under
applicable law, are ... pecifically
restricted to uses other than the
payment of the amounts owing on
such bonds, including but not limited
to excise taxes, property taxes and
other taxes of whatever kind or
nature, revenues derived from any
public utilities or other revenue
producing enterprises operated by the
governmental unit or agencies or
instrumentalities thereof, user charges,
business and license fees, fines and
penalties, and make and enter into
covenants with the owners of such
bonds to pay all or any portion of the
amounts owing thereon out of all or
any portion of such revenues; .

(¢) Grant mortgages, trust
deeds or security interests in property
which is financed with the limited tax
bonds and related property, in order
to enhance the security of limited tax
bonds or the obligations of the
governmental unit under or with
respect to any vrelated credit
enhancement device. For purposes of
this subsection, "related property"
shall include any tangible personal or
real property comprising a part of the
system such as a water, sewer or other
public utility system of which the
financed property is a part, and shall
also include any tangible personal or
real property which is functionally
related to or used in connection with
the property financed;

(d) Obtain a credit
enhancement device providing
additional security for the payment of
all or any portion of the amounts
owing under such bonds or for the
purpose of funding, in lieu of cash, all
or any portion of any debt service
reserve established with respect to
such bonds. The governmental unit
may pledge as security for its
obligations arising under any revenues
pledged to the payment of the related
bonds, and such obligations shall in
any event be payable from the same
sources from which such bonds are
payable. For purposes of this
subsection, "credit enhancement
device” means a letter of credit, line
of credit, municipal bond insurance
policy, standby purchase agreement or
other device or facility used to
enhance the creditworthiness or
marketability of municipal bonds;

(e) Enter into agreements with
bond trustees and deposit funds with
trustees for the benefit of bond owners
and the providers of credit
enhancement devices for bonds;

(D Enter into covenants for
the benefit of bond owners or the
providers of credit enhancement
devices for bonds which are intended
to improve the security of bond
owners or providers of credit
endancement devices, or to maintain
the tax exempt status of interest
payable on bonds or credit
enhancement agreements. Such
covenants may include, but are not
limited to, covenants regarding the
issuance of additional bonds and other
financial obligations, the imposition
and collection of any revenues which
secure the bonds, and the priority of
payment of bonds and other financial
obligations of the governmental unit;
and

(@) Establish a debt service
reserve for the purpose of paying
when due all amounts owing on such
bonds, which debt service may be
funded out of the proce.ds derived
from the issuance and sale of such
bonds or from such other sources as
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the governing body of the
governmental unit may determine.

(4) A security Interest granted
by a governmental unit under
authority of sections 98 to 101 of this
1991 Act shall attach and be perfected
on the date the security interest is
granted or the date the governmental
unit takes possession of the property
in which the security interest is
granted, whichever is later. A
security interest authorized by sections
98 to 101 of this 1991 Act shall have
priority over all other liens and
claims,

SECTION 100 D If
authorized by law other than sections
98 to 101 of thi- 1991 Act and in the
manner provided by law, a
governmental unit may issue general
obligation bonds to refund outstanding
general obligation bonds or to
reimburse the governmental unit for
costs of capital construction or
improvements, if:

(@ The refunding genersl
obligation bonds have been approved
by the electors, and the obligations
which are refunded, or the first
obligations in the series, if the
refunding general obligation bonds are
part of a series of refundings, or the
costs which are to be reimbursed,
were incurred for capital construction
or improvements; or

(b) The refunding general
obligat.on bonds replace an issue of
outstanding general obligations bonds
which were incurred for capital
construction or improvements.

(2) For the purposes of this
section, refunding general obligation
bonds shall be deemed to replace
outstanding general .bligation bonds
ifs

(@ The refunded general
obligation bonds are paid or lawfully
deemed paid upon issuance of the
refunding general obligation bonds;
and

(b) The net proceeds of the
refunding bonds shall be used to pay
only the debt service on the refunded

bonds and the costs of issuance of the
refunding boads; and

(0 The bond refunding
satisfies at least one of the following
tests:

(A) The principal amount of
the refunding general obligation bonds
does not exceed the outstanding
principal amount of the refunded
general obligation bonds, plus the
amount of any authorized but
unissued general obligation bonds of
the governmental unit; or

(B) The total amount of
principal and interest payable on the
refunding general obligation bonds
does not exceed the total amount of
principal and interest payable on the
refunding bonds as of the date of
lssuance of the refunding general
obligation bonds; or

(O) The present value of the
debt service on the refunding general
obligation bonds does not exceed the
present value of the debt service on
the refunded general obligation bonds,
with the present values calculated at
the refunding bond yield.

(3) For purposes of section
11b(3)(b), Article XI of the Oregon
Constitution:

(@ If refunding general
obligation bonds replace an issue of
general obligation bonds, the
refunding general obligation bonds
shall be deemed to have been lssued
on the date of issuance of the bonds
which are replaced, or the first issue
of general obligation bonds, if the
refunding general obligation bonds are
part of a series of refundings; and

(b) 1If the bonds which are
replaced were approved by the
electors, the refunding genersl
obligation bonds shall be deemed to
have been specifically approved by the
vote which approved the bonds which
are replaced, or the first issue, in a
series of refundings.

(4)  Notwithstanding ORS
221.200, 225.08S5, 287.056 or any other
law to the contrary, a ballot measure
authorizing issuance of refunding
general obligation bonds need not
state the principal amount of
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refunding general obligation bonds, so
long as the refunding bonds comply
with subsection (2) of this section. A
ballot measure may authorize issuance
of genersl obligation bonds to refund
a specific series of outstanding general
obligation bonds, or may authorize
issuance of general obligation bonds to
refund all er any portion of the
outstanding bonds or future genersl
obligation bonds, or any combination
thereof.

® Refunding general
obligation bonds shall be deemed paid
within the meaning of subsection (2)
of this section if:

(® The refunded general
obligation bonds are deemed paid or
defeased under the provisions of the
documents authorizing issuance of the
refunded general obligation bonds; or

() The governmental unit
complies with ORS 288.677.

SECTION 101
(1)Subject to any applicable
limiiations Iimposed by the
Constitution or laws of the State of
Oregon or the charter, ordinance or
resolution of a governmental unit, a
governmental unit or the State of
Oregon, acting through the State
Treasurer, may borrow money by
entering into a credit agreement, or
issuing notes, warrants, commercial
paper or other obligations:

(a) In onticipation of taxes,
grants or other revenues;

(b) To provide interim
financing for capital assets to be
undertaken by the governmental unit;
or

(0 To refund obligations
authorized under this section.

(20 To secure obligations
authorized under this section, a
governmental unit or the State
Treasurer may:

(8) Pledge its anticipated
taxes, grants, other revenues, the
proceeds of any bonds or other
permanent financing, or any
combination thereof;

(b) Segregate any pledged

funds in separate accounts which may

be held by the governmental unit, the
State Treasurer or third parties;

() Eater into contracts with
third parties to obtain standby lines of
credit or other financial commitments
designated to provide additional
security for obligations authorized by
this section;

(d) Establish any reserves
deemed necessary for the payment of
the obligations; and

(¢) Adopt resolutions snd
enter into agreements containing
covenants and provisions for
protection and security of the owners
of obligations, which shall constitute
enforceable contracts with such
owners.

(3) Obligations authorized by
this section which sre issued in
anticipation of taxes or other
revenues, and any obligations
authorized by this section which are
issued to refund them, shall not be
issued prior to the beginning of, and
shall mature not later than, the end of
the fiscal year in which the taxes or
other revenues are expected to be
received. Obligations Issued in
anticipation of taxes or other revenues
shall not be issued in an amount
greater than 80 percent of the amount
budgeted to be received in the fiscal
year in which the obligations are
med.

(4) Obligations authorized by
this section which are issued in
anticipation of a grant shall mature
not later than one year after the date
the grant is estimated to be received.
Obligations issued to provide interirm
financing for capital assets shall
mature not later than one year from
the estimated completion or
acquisition of the capital assets.

£)) Refunding obligations
issued pursuant to paragraph (¢) of
subsection (1) of this section shall
mature as soon as the issuer deems
practicable and no later than 18
months after the refunding obligations
are issued.

(6) Except as provided in this
section, obligations authorized by this
section may be in any form and
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contain any terms, including
provisions for redemption at the
option of the owner and provisions for
the varying of interest rates in
accordance with any index, banker's
loan rate or other standard.

(7) The governmental unit or
the State Treasurer may contract with
third parties to serve as issuing,
paying and authenticating agents for
any obligations authorized by this
section.

(8) Obligations authorized by
this section may be sold at public or
private sale upon such terms as the
governmental unit or the State
Treasurer finds advantageous, with
such disclosure as the governmental
unit or State Treasurer deems
appropriate. ORS 287.040 applies to
obligations issued by governmental
units under this section.

School Bonds

328205 Power to comtract
boaded indebteduness; wee of proceeds
to pay expenses of issue.

(1) Common and union high
school districts may contract a bonded
indebtedness for any one or more of
the following purposes in and for the
district:

(@ To acquire, construct,
reconstruct, improve, repair, equip or
furnish a school building or school
buildings or additions thereto;

(b) To acquire or to improve
all property, real and personal,
appurtenant thereto or connected
therewith, including school busses;

(© To fund or refund
outstanding indebtedness; and

d) To provide for the
payment of the debt.

(2) However, when a common
or union high school district is found
under ORS 327.103 not to be a
standard school or when a school
district is operating a conditionally
standard school under ORS
327.103(3), the school district may
contract a bonded indebtedness only
for the purposes enumerated in
subsection (1) of this section that are

approved by the Superintendent of
Public Instruction.

(3) The school district may
use the proceeds received from the
sale of school district bonds to pay for
any costs incurred by such school
district in issuing and selling such
bonds including, but not limited to,
attorney fees and the c¢ost of
publishing notices of bond elections,
printing such bonds and advertising
such bonds for sale.

(Amended by 1957 c438 o.1; 1999 c447 o.1; 1965 c.100
549; 1971 513 0.6; 1909 128 § L; 1909 cAP1 § 1Y)

328210 Boad clectioms. (1)
The board of directors of a common
or union high school district shall call
an election on a date specified in ORS
255.345 for the purpose of submitting
to the electors of the district a
question of contrarting bonded
indebtedness unaer "RS 328.205
when:

(a) A majority of the board of
directors decides to call such an
election; or

(b) A petition requesting such
an election is filed with the board of
directors as provided in this section.

(2) The requirements for
preparing, circulating and filing a
petition under this section shall be as
provided for an initiative petition in
ORS 255.135 to 255.20S. The petition
shall specify the proposed amount of
bonded indebtedness,

Ameaded by 1957 ¢.658 1.2; 1965 c.100 0.99; 1971 c 513

5.62; 1973 c.$7 015 1973 . 796 0.25; 1979 c.424 0.]; 1963 o83 0.46; 1953
350 o138

328213 lssaance of
interest-bearing warramts. (1) When
authorized by a majority of the
electors of the district, the board of a
common or union high school district
may contract & district debt for an
amount which together with
outstanding bonded indebtedness shall
not exceed the bonding limit of the
district as provided by ORS 328.245,
for the purposes specified in ORS
328.205 and issue negotiable interest-
bearing warrants of the district,
evidencing such debt, and fix the time
of payment of the warrants. Such
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warrants shall be considered a type of
bond.

(2) The school district, not
more often than once a year, may levy
a tax on the taxable property of the
district to pay the warrant interest or
principal when due. The taxes shall
be collected in the same manner as
other school taxes. These warrants
shall be sold, and the pri cipal and
interest provided for and paid when
due in the manner provided by law
for bonds issued under this chapter.

[Pormerly 338305; 1971 c.513 § €3; 1963 ¢ 03 § 47; 1991 c47 § 81}

328230 lssac of bonds wpom
favorable vote. If the electors of the
district approve the contracting of
bonded indebtedness, the board of
directors, without further vote of the
electors, shall issue negotiable coupon
bonds of the district, at such time or
times as the board directs.

{Amended by 1965 ¢.100 5.53; 1971 c.148 0.1; 1983 350
=139

328.235 Imsterest rate:

signatere: sigeed imterest compoas.
The bonds shall:

(1) Bear interest, not
exceeding the rate established
pursuant to ORS 288.515 to 288.600,
payable semiannually.

(2) Be signed by the chairman
of the district school board and
attested by the district clerk or deputy
clerk. Bonds of issues of $1 million or
more may be executed with the
facsimile signature of the chairman of
the district school board and attested
by the original signature of the district
clerk or deputy clerk.

(3) Have annexed interest
coupons bearing the original or
facsimile signatures of the chairman of
the district school board and district
clerk or deputy clerk.

{Amended by 1971 ¢.140 .3; 1977 <311 &.]; 1981 .M
s27]

328.240 Place of payment. The
principal and interest on district
bonds are payable in lawful money of
the United States of America at the

office of the treasurer or fiscal officer
of the county in which the major

of the assessed valuation of
the district is located at the time the

bonds are issued. Ameded by 1968 c.100 1.5¢; 190
M7 232}

328245 Limitation e bonded
debt of districts gewerally. The
aggregate amount of such district
bonded indebtedness, including
indebtedness authorized under ORS
328.213, shall not exceed the follewing
percentages of real market value of all
taxable property within the district,
computed in accordance with ORS
308.207:

(1) For each grade from
kindergarten to eighth for which the
district operates schools, fifty-five
one-hundredths of one percent (.0055)
of the real market value.

(2) For each grade from the
9th to 12th for which the district
operates schools, seventy-five one-
hundredths of one percent (,0075) of
the real market value.

Amended by 1953 687 0.3; 1938 ¢33 & 1; 1957 c639
0]; 1999 c64l o 34; 1963 c9 5. 14; 1963 c.100 2.96; 1971 c 513 064,
1975 70 s.5%; 1991 cA § 304

323250 Limitation om bonded
indebtedness ' enlarged or

' school districts. In any
school district created by merger or
reorganization, the amount of bonded
indebtedness and negotiable interest-
bearing warrant indebtedness which
may be incurred under ORS 328.245
shall be reduced vy the amount of
premerger, prereorganization, bonded
indebtedness and negotiable interest-
bearing warrant indebtedness for
which any school district included in
an enlarged or reorganized school

district remains liable. (Amemdet by 195 c100
.56

328255 Registration of boads
and wmegotiable interest-bearing
warTaats; delivery; disposition of
proceeds; momcomtestability. (1) The
county teasurer or county fiscal
officer shall register each school
district bond, including refunding
bonds, and negotiable interest—bearing
warrants in a book kept for that
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purpose, noting the school district,
amount, date, time and place of
payment, rate of interest and such
other facts as may be deemed proper.
The county treasurer or flscal officer
shall cause the bonds or warrants to
be delivered promptly to the
purchasers thereof upon payment
therefor, and if the place of delivery
is outside the city in which the county
treasurer or county fiscal officer's
office is situated the cost of delivery of
the bonds or warrants shall be pald
by the issuing school district.

(2) The county treasurer or
county fiscal officer or a custodial
offic~~ as defined in ORS 294.004 may
hold the proceeds of the sale of the
bonds or warrants for all school
districts except county school districts
subject to the order of the district
school board to be used solely for the
purpose for which the bonds or
warrants were issued. If the treasurer
or fiscal officer holds the proceeds
initially, then the treasurer or fiscal
officer, as soon as practicable, shall
dellver the proceeds of the sale of the
bonds and warrants to the person
designated as custodian of the school
disirict funds under ORS 328.441.

3 When the bonds or
warrants have been S0 executed,
registered and Jelivered, their legality
shall not be open to contest by the
school district, or by any person for or

on its behalf, for any reason whatever.

(Amended by 1953 ¢ 234 § 2; 1955 <312 § L; 1963 c.100 § 57; 1981
cadl § 1)

328260 Tax levy to pay
interest and principal of bonds; wse of
fands derived from tax. (1) The
district school board shall ascertain
and levy annually, in addition to all
other taxes, a direct ad valorem tax
on all the taxablc property in the
school district, sufficient to pay the
maturing Interest and principal of all
serial school district bonds promptly
when and as such payments hecome
due. The amount of the tax may be
increased by an amount sufficient to
retire any bonds that may be callable.
The board shall in each year include
the taxes in the school district budget

for such year. The taxes shall in each
year be certified, extended upon the
tax rolls and collected by the same
officers in the same manner and at the
same time as the taxes for general
county p

(2) The funds derived from
the tax levies may be retained by the
county treasurer or county fiscal
officer without being paid to the
school district or may be held in trust
by a banking institution as defined in
GRS 706.005 or savings association or
federal assoclation as defined in ORS
722.004 designated by the district to
hold the funds. The funds shall be
kept In a separate fund to be known
as and designated "School District No.

Bond Interest and Sinking
Fund," which shall be irrevocably
pledged to and used solely for the
payment of the interest accruing on
and the principal of the bonds when
due, so long as any of the bonds or
the coupons thereto appertaining
remain outstanding and unpald. The
interest earnings of the fund shall be
credited thereto and become a part
thereof. For failure to retaln and
account for such funds, as provided in
this section, the county treasurer,
county fiscal officer or bank, savings
bank, savings and loan association or
trust company designated by the
district shall be liable upon the ofTicial
bond of the treasurer, other officer or
institution, respectively,

(3) The fund shall not be
diverted or used for any other
purpose; but if a surplus remalns
after all Interest and principal have
been paid on all serial school district
bonds then outstanding and unpaid,
the surplus may be transferred to
such other fund as the district school

board may direct. (Ametes vy 1955 cas7§ 1; 196
100 § STa1981 cA41 § 3 1985 <261 § 184

328265 School district bond
tax to be levied by governing bedy
upon fallure of district school board.
(1) The district school board of each
school district having an outstanding
bond issue shall file annually with the
county treasurer or county fiscal

APPENDIX C - 18

137



officer a copy of the school district
budget and tax levy.

(2) If the tax required by
ORS 328260 is not levied by the
district school board, the county
treasurer shall certify the amount
necessary to the governing body of the
county which shall then levy a tax on
all taxable property in the appropriate
school district sufficient to raise the
required amount.

(3) The county assessor shall
extend the tax so levied upon the
county tax rolls for such school
district. The tax collector shall collect
the tax and pay the sums collected
into the county treasury to the credit
of the fund established by ORS
328.260. Amemded by 1965 c.100 § 38; 1973 €308 § M)

prohibited. (1) The county treasurer
or county fiscal officer must cause to
be paid oat of any money in the hands
of the county treasurer or county
fiscal officer belonging to the school
district, the interest on or principal of,
as the case may be, any bond issued
by the district promptly when and as
the same becomes due at the place of
payment designated in such coupons
or bonds. All coupons or bonds so
paid must be immediately reported to
the district school board.

) No county treasurer,
county fiscal officer or districc school
board shall pay to the purchaser of
any bond issued by a school district,
or to any agency representing such
purchaser, any commission whatsoever
for the collection of the interest on or
principal of any such bond. The
county treasurer or county fiscal
officer shall not be required to remit
to the purchaser of any bonds or
coupons the amount necessary to
redeem them until the day such bonds
Or COUPONS Ar'e GUE. (Ameaded by 1965 c.100 § S8a}

328275 Redemption asd
payment of bonds. (1) Whenever the
sinking fund mentioned in ORS
328.260 is sufficient to permit the
redemption of any bond then subject

to redemption at the option of the
school district, the county treasurer or
fiscal officer of the county having
custody of such fund, when authorized
by the district school board, shall call
such bond for redemption in
accordance with the terms of the
bond. If any holder of such bond fails
to present it at the time mentioned in
the published notice of redemption,
the interest thereon shall cease, and
the treasurer shall thereafter pay only
the amount of such bond and the
interest accrued thereon up to the
date of redemption.

(2) When any bonds are so
redeemed, the county treasurer or
county fiscal officer shall cause the
same to be canceled and write across
or stamp upon the face thereof
"Redeemed” and the date of
redemption, and shall deliver them to
the district school board of such
school district and take its receipt
therefor.

(3) Each county treasurer or
county fiscal officer and the sureties
on the official bond of the county
treasurer or fiscal officer as such,
shall be liable to any school district in
the county for any funds placed in the
hands of such treasurer or county
fiscal officer in connection with the
school district's bond issues. (Amwde vy

1965 c.100 § 99; 1973 c97 § 2; 1963 347 § D3]

328290 Fuadiag er refunding
district indebtedness. (1) Whenever
any school district has any
outstanding negotiable interest-
bearing warrant indebtedness or
bonded indebtedness incurred in
building or furnishing any
schoolkouse. or for the purchase of
any school..ouse site, or in refunding
bonded indebtedness, or in funding
warrant indebtedness, which is due or
subject at the option of the school
district to be paid or redeemed, the
school district, by and through its
district school board, may:

(a) Issue and exchange, for
any such indebtedness, its bonds
bearing interest at a rate determined
by the district school board; or
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(b) Issue and sell such bonds
and apply the proceeds of such sale in
payment of the indebtedness for the
payment of which the refuading bonds
are proposed to be issued.

(2) Refunding bonds issued
under subsection (1) of this section
shall in all respects ccaform to, and be
governed, as to their issue, by the
provisions of ORS 287.008, 328210
and 328.230 to 328.250.

3  The refunding of
indebtedness and issuing of bonds for
such purpose shall not require an
election, but may be done by
resolution of the district school board
at any legally called board meeting.
The debt limitations imposed by law
shall not affect the right of any school
district to issue refunding bonds uader
authority of this section. The validity
of any bonds so issued, or of the
indebtedness thereby refunded, shall
not thereafter be open to contest by
the school district or by any person

for any reason whatever. iAmemses by 1965
cl08 § 60; 1965 c 315 § 1; 1981 o4 § 28; 1983 347 § M|

328295 Sale of bonds and
interest warrants. All
school bonds, including funding and
refunding bonds, notes and negotiable
interest-bearing warrants which have
been specifically authorized by vote of
the electors, shall be advertised for
sale and sold in the manner
prescribed in ORS 287.014 to 287.026.

Amended by 1965 c.100 § ¢1; 1978 c642 § 2]

328.565 Power to create
indebtedness for current zxpenses and
bond retirement. As provided by
ORS 287.442, any district school
board may contract indebtedness by
the issuance of warrants or short-
term promissory notes for the purpose
of meeting current expenses, retiring
outstanding bonds or warrants, or

paying the interest thereon.
(Pormerly 332089 sad them 332.125; 1983 c.124 § 9, 1983 c 3% § 4

SCHOOL BOARD MEETINGS

332045 Board meetings. The
district school board must provide for
the time and place of its regular

meetings, at any of which it may
adjourn to the next succeeding regular
meeting or to some specified time
prior thereto. Regular and special
meetingg may be convened upon
notice in the manner required by ORS
192.640 by order of the chairman,
upon the request of three members of
the board at least 24 hours before
such meeting is to be held or by
common consent of the board

MEMDbeErs. Formerty 392410; 1965 100 § 13 1975 770
$ 19

332055 Quorum; tramsactiom
of business. A majority of the
members of the district school board
shall constitute a8 Guorum. A less
number may meet and adjourn from
time to time and compel the presence
of absent members. The affirmative
vote of the majority of members of the
board is required to transact any

buSiness. Formerty $32420; 1965 c.100 § 136; 1973 § ; 1975
e § M)

332.057 Duties to be
performed at meetings. Any duty
imposed upon the district school
board as a body must be performed at
a regular or special meeting and must
be made a matter of record. The
consent to any particular measure
obtained of individual members when
the board is not in session is not an
act of the board and is not binding
upon the district. mermerty 52060 sod en 3. 1081

332.118 Election laws
applicable; recall a) Unless
specifically provided otherwise, ORS
chapter 255 governs the following:

(@) The nomination and
election of school directors and local
school committee members,

(b) The conduct of all school
district elections.

(2) ORS 249865 to 249.877
govern the recall of school board
members and local school committee
members, Permerty 331002

DISTRICT PROPERTY

32155 Land; builldings;
lease—purchase agreements; equipment
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aad services.
board:

A district school

(1) May furnish, equip, repair,
lease, purchase and build
schoolhouses, including high schools,
junior high schools, vocational schools,
technical schools, gymnasiums, houses
for teachers and other employees, and
like buildings; and locate, buy and
lease lands for all school purposes.
Leases authorized by this section
include lease—purchase agreements
whereunder the district may acquire
ownership of the leased property at a
nominal price, Such leases and lease-
purchase agreements may be for a
term of up to 30 years,

(2) May contract for the
removal or containment of asbestos
substances in school buildings and for
repairs made necessary by such
removal or containment. Contracts
quthorized by this section may be for
a term exceeding one year.

(k)] May construct or
cooperate in the construction of
schools for training of student
teachers on state or district owned
lands, for any state institution of
higher education in or contiguous to
the district, and to expend district
funds in so doing.

(4) May acquire personal
property by a lease-purchase
agreement or contract of purchase for
a term exceeding one year. A lease-
purchase agreement is one in which
the rent payable by the district is
expressly agreed to have been
established to reflect the savings
resulting from the exemption from
taxation, and the distict is entitled to
ownership of .:: property at a
nominal or © .- ' rice which is stated
or determin.. . +¥ the terms of the
agreement and was not intended to
reflect the true value of the property.

(5) May lease, sell and convey
all property of the district as may not
in the judgment of the district school

board be required for school purposes.

(6) May sell property of the
district in transuctions whereby the
district has the right to lease, occupy
or reacquire the property following
the sale or have facilities constructed
thereon or furnished to the
specifications of the district. The
construction or furnishing of such
facilities shall be subject to ORS
279.011 to 279.063.

(7 Shall furnish their schools
with supplies, equipment, apparatus
and services essential to meeting the
requirements of a standard school and
may furnish such other supplies,
equipment, apparatus and services as
the board considers advisable.

(8) May construct, purchase
or lease in cooperation with other
school districts or furnish or cooperate
in furnishing supplies and equipment
for such facilities to be financed in the
same manner as other school buildings

and supplies are financed. wewmaty 3230

1965 108 § 143; 1969 ¢311 § 2 1969 cAM § ); 1979 338 § |;
1981 ¢212 8 1; 1983 c.740 § 163; 1999 c D8 § 2
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APPENDIX D
OREGON ADMINISTRATIVE RULES

mmwmmw

OAR 170-61-000 (1) Definitions. For the purpose of this rule, the
following definitions shall apply:

(8) "Commission” means the Municipal Debt Advisory Commission of the
State of Oregon and includes the Debt Management Division of the Office of the
State Treasurer.,

() "Competitive Sale Date” means the date bonds are offered for sale to
public bidders pursuant to a published Notice of Bond Sale.

(c) "Negotiated Sale Date” means the date a Public Body passes its final
ordinance, resolution or other official act approving of the final rates on and terms
of the Bonds.

(@) Terms not defined herein shall have the same meanings as used in
Chapter 94, Oregon Laws 1981, Chapter 661, Oregon Laws 1981 and ORS Chapter
287.

(2) Notice. Any notice required by this rule may be given by telephone,
telegraph or other means reasonably calculated to give notice, except that the notice
for competitive bid sales must be in writing and in the form described in section 3
of this rule. Any notice directed to the Debt Management Division of the Office of
the State Treasurer shall be deemed notice to the Commission. If mailed, notice
shall be deemed made when deposited in the United States Mail, postage prepaid.

(3) Competitive Bid Sales, Upon the selection of a Competitive Sale Date the
Public Body shall provide notice of the Competitive Sale Date to the Commission by
providing a copy of the preliminary official statement to the Commission not less
than 14 days preceding the date of the bond sale. If mailed, the preliminary official
statement shall be deemed received when such document was deposited in the United
States X'zil, postage prepaid. In cases where Oregon statutes do not require
preparation of a preliminary official statement, notice of the Competitive Sale Date
must be made to the Commission not less than seven days before the Competitive
Sale Date,

(4) Negotiated Sales. Upon the selection of a Negotiated Sale Date the Public
Body shall provide notice of the Negotiated Sale Date to the Commission before the
Negotiated Sale Date,

(9 Confirmation by Commission. After receipt of the notice required by
this rule, the Commission shall provide written verification of receipt of such notice
and a statement that:

(8) The notice does not comply with the requirements of this rule, including
the specifics of such noncompliance. In such cases, the written notice shall be
provided to both the Public Body and its bond counsel; or

(b) The notice complies with the requirements of this rule, which statement
shall be conclusive evidence of such compliance. In such cases, the written notice
shall be provided only to bond counsel

(6) Postponement. In the event of a postponement of any sale for which
notification has taken place, the Public Body shall provide notice of the new sale date
in the manner provided above. For postponed Competitive Bid Sales which have
provided prior notice, the Public Body is not required to provide a copy of the
preliminary official statement to the Commission unless a new printing of such
document has taken place. If a new preliminary official statement has been printed,
& copy must be provided to the Commission as outlined in section (3) of this rule,
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Terms and Conditions to be Satisfied by Registrars for

Municipal Bonds of Oregon Municipalities

OAR 170-61-010 (1) Deflnitions: For the purposes of this rule, the
following definitions shall apply:

(8) "Commission" means the Municipal Debt Advisory Commission of the
State of Oregon and includes the Debt Management Division of the office of the State
Treasurer.

() "Municlpality” means any political subdlvision of or in the State of
Oregon and any municipal, quasi-municipal and public corporations authorized by
law to issue bonds.

(¢) "Act" means the new provisions added to and amendments to Oregon
Revised Statutes contained in A-Engrossed House Bill 2229 which was approved
during the 1983 Regular Session of the Legislature and signed into law by the
Governor on May 26, 1983,

(d) "Registrar" means one of the paying agents appointed by a municipality
as provided in ORS 288.570(1) who shall be a financia{ institution authorized to do
business in Oregon or the state's fiscal agent, or the municipality for which the
bonds are being issued as provided in ORS 288.570(7). The municipality shall
determine which of the paying agents appointed by the municipality as provided in
ORS 288.570(2) shall act as paying agent/registrar for each outstanding bond issue
and for each subsequent bond issue.

(¢) "Bonds" means any municipal obligation subject to the registration
requirement contained in the Tax Equity and Fiscal Responsibility Act of 1982.

(2) Standard Record Date: Any municipality or financial institution serving
as registrar for municipal bonds issued by a municipality must adopt the standard
15~day record date. This provides that items must be received no later than 15 days
prior to an interest payment date for that payment to be received by the new
registered owner.

(a) For interest payable on the 1st of a month, the record date should be the
15th day of the preceding month (e.g. for interest payable on January 1, 1983, the
record date should be December 15, 1982);

(b) For interest payable on the 15th day of a month, the record date should
be the last business day of the preceding month (e.g. for interest payable on
November 15, 1982, the record date should be October 29, 1982);

(c¢) For interest payable on a date other than the 1st or 15th day of a month,
the record date should be the 15th calendar day before the interest payment date
(e.g. for interest payable on March 31, 1983, the record date should be March 16,
1983).

(3) Three-Business-Day Turnaround on Routine Items: Any municipality
or financial institution serving as registrar for municipal bonds issued by a
municipality must effect the transfer of not less than 90% of voutine items within
three business days of receipt. A financial institution proposing to serve as registrar
must demonstrate the ability to generate performance reports that indicate
compliance or non—-compliance with the three-business~day turnaround requirement
during the reporting period. Such reports are to be prepared and provided to the
municipality at least once each fiscal year. Whenever such reports show that the
financial institution has failed to satisfy the three-business-day turnaround
requirement cited above for any month of the reporting period, a copy of the report
is to be provided to the Commission. The contract for registrar services between
a financial institution and a municipality shall state the charge to the municipality
for generation of such reports.

(4) Capacity To Handle Standard Bond Format: Any municipality or
financial institution serving as registrar for municipal bonds issued by a municipality
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must demonstrate the ability to process bonds that are the size of standard stock
certificates,

(5 Uncashed Check Report: Any financial institution serving as registrar
for bonds issued by a municipality must demonstrate the ability to generate a report
showing the currently outstanding checks issued and not cashed along with the age
of such checks. Such reports are (0 be generated and made available to tue
municipality upon request. Any municipality or financial institution serving as
registrar for bonds issued by a municipality shall use its best efforts to forward all
returned checks to the proper owner thereof. When negotiating a contract with a
financial institution for paying agent/registrar services, a municipality should take
into consideration the earnings on funds held by the financial institution pending
presentation of outstanding checks. Such earnings should be credited to the
municipality to off-set charges related to bond registration and payment.

(6) Boundholder Mailing List: Any municipality or financial institution
serving 2, registrar for bonds issued by a municipality shall make available to the
municipality upon request a list of the names and addresses of holders of the
municipality's bonds. The contract for registrar services between a financial
institution and a municipality shall state the charge to the municipality for
generation of such reports. No registrar shall make available to anyone other than
the municipality the names and addresses of the municipality's bondholders.
Municipalities shall treat such information as confidential.

(D Compliance With Administrative Rules: Any municipality serving as
registrar for bonds issued by & municipality shall adopt a resolution or ordinance
providing for compliance with this Administrative Rule. A copy of the resolution or
ordinance is to be provided to the Commission. Any contract or agreement between
a municipality and a financial institution to provide for registrar services shall
include the requirements of this Administrative Rule.

(8) Application of Rule: The terms and conditions of this Administrative
Rule do not apply to contracts and agreements for registrar services executed prior
to its effective date. This Administrative Rule does not apply to contracts and
agreements for registrar services entered into under authority provided by statutes
other than the Act or by home rule charter. A municipality may request
Commission approval of the appointment of a registrar under special conditions
approved by the State Treasurer.
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Administrative Rule
Requirement for Official Statement and Notice of Call

OAR 170-61-020 (1) Definitions. For the purpose of this rule, the
following definitions shall apply:

(@) "Commission® means the Municipal Debt Advisory
Commission of the State of Oregon and includes the Debt Management
Division Oregon State Treasury.

() "Closing" means the date the bonds are delivered to the initial
bond purchaser and the Issuer receives the funds,

(©) "Bonds" and "bonded obligations" include revenue and
general obligation bonds, special assessment bonds, tax increment bonds,
limited tax obligations, notes and certificates of participation.

(d) "Called bonds" are bonds which the issuer has the option or
requirement to redeem before the stated maturity date. The call date is the
date the bond may be redeemed.

(e "Official Statement" means the document published by the
Issuer which generally discloses material information on the issue of
municipal securities including the purposes of the issue, how the securities
will be repaid, and the financial, economic and social characteristics of the
issuing government. A final Official Statement is printed only after the final
terms of the bonds are available,

(3] Terms not defined herein shall have the same meanings as
used in ORS Chapter 287.

2) Issuance of Bonds. Any municipal government issuing bonds
for which an Official Statement is prepared shall provide a final copy of such

Official Statement no more than five business days after the Closing to the MDAC
at:

Debt Management Division
Oregon State Treasury
159 State Capitol

Salem, Oregon 97310

(a) If the final Official Statement is mailed, receipt shall be
deemed on the date shown by the post office cancellation mark stamped upon
the envelope containing it, or similar mark used by other delivery services.

(b) In cases where a final Official Statement is not prepared, the
following as a minimum shall be provided to the Commission on all bond
issues, not more than five business days after the closing date:

(A) Name or title of issue;

(B)  The Issuer;

(C©)  Issue date;

D) Purpose of issue;

(E) Principal maturity dates and amounts;
(F) Date of optional redemption, if any;
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G)
(H)

&)

Redemption or call premium, if any;
Mandatory or estimated sinking fund schedules, if any.

Notice of Bond Call, Any municipal government unit

redeeming bonds prior to their stated maturity shall notify the MDAC of its

intention to call bonds

no later than the date the first bond is called. The notice to

the MDAC shall include as a minimum the:

(@)
(b)
©)
d)
()
N

®
(h)
M

@
or all provisions of thi

Name or title of issue;

The Issuer;

Issue date;

Original issue amount;

Purpose of issue;

Maturity dates, call dates and principal amounts of the bonds
called;

Amounts outstanding upon completion of the call;

Coupon interest rate; and

Call premium, if any.

Exceptions. The Commission, at its discretion, may waive any
s rule,
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OAR 170-62-080 (1) An Advance Refunding Plan shall consist of:

(®)

A written request for approval for an advance refunding bond

sale. The request shall include the following Information:

(A)
(B)

)

Date of application;

Issuer, contact person with phone number, bond counsel,
financial advisor, underwriter and Trustee,

A copy of the resolution or ordinance of the governing body

authorizing submission of the plan to the State Treasurer;

(c)

A statement of the purpose(s) of the advance refunding sale.

Permissible purposes are:

(A)

(B)

©

@
(A)
®)
©
D)
(E)

©
including the:

A)
B)
©
D)
(E)

A Present value savings. To effect a savings, discounted to
present value;

Favorable reorganization of debt. Bonds issued for a
favorable reorganization of debt require submission of a study
conducted by the financial advisor elaborating the benefits :o
the issuer;

Fiscal distress. To pay or discharge all or any part of
obligations or series or issue of bonds, including any interest
thereon, in arrears or about to become due and for which
sufficient funds are not available.

A description of the bonds to be refunded, including:

Date and premium, if any, when each is first callable;
Semi-annual debt service to final maturity for each issue;
The present value of each semi—-annual payment;

Par amount issued and proposed amount to be refunded;

Issue or dated date.

A description of the proposed advance refunding issue

Call date and premium, if any;
Semi-annual debt service to final maturity;
Present value of each sem:-annual payment;
Par Amount;

Proposed issue or dated datc;
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F) Proposed closing date;
G) True interest rate (TIC) used to calculate debt service,

{3 A description of the escrow account, including the type of
securities to be used and the redemption date of the account;

® A Present Value Saving Table similar to Table 1:

(A)  Subtracting the proposed refunding bonds debt service
payments (B) from the refunded bonds debt service payments
(A) provides the projected minimal debt service savings (C).
Multiplying the projected nominal debt savings by the present
value factor (D) for its period equals the present value debt
service savings (E) for that period. Summing the period
present value savings gives the total present value savings;

(B) Bond issuance expenses not paid from the advance refunding
proceeds or the escrow account shall be subtracted from the
present value debt savings total.

© Cash, other than bond proceeds, added to the advance
refunding proceeds to complete the escrow account shall be
subtracted from the total present value debt service savings;

(D)  The TIC used in calculating the present value factor is the
TIC of the refunding bonds. TIC is that rate determined by
doubling the semi~-annual interest rate, compounded semi-
annually necessary to discount the refunding bonds debt
service payments to the dated date of the refunding bonds and
to the price received by the issuer of the refunding bonds,
excluding interest accrued to the settlement date.

(h) Itemization of the administrative costs, expenses or fees. The
State Treasurer shall determine if the fees are comparable to similar offerings
and if excessive, approval may be withheld;

® A copy of the contract between the issuer and the financial
advisor;

1)) A Preliminary or deemed near final Official Statement;
(k) A final Official Statement;

()] A final Present Value Savings Table as described in subsection
(®) of this section;

(m) A copy of the issuer's arbitrage certificate;
(n) A copy of bond counsel's approving legal opinion;
(0) A copy of the escrow verification report demonstrating the

ability of the escrow account to meet all future debt service and related costs
relative to the refunded bonds;
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A copy of the underwriting agreement;
A written statement from the Financial Advisory to the issuer

recommending that the refunding be completed as described In section (2) of

this rule.
)

Financial Advisor Required. The lssuer shall employ an

independent financial advisor whose sole function shall be to advocate the interest
of and advise the lssuer in the refinancing transaction. Prior to closing, the financial
advisor, shall recommend in writing the desirability or undesirability of doing an
advance refunding. ORS 288,320 requires that the issuer assume a reasonable, non-
contingent fee obligation to the advisor for services rendered:

(»)

The contract between issuer and financial advisor shall include

language similar to the following: "The financial advisor, in considerstion
of the fees contracted for herein, agrees to exercise Ms best efforis en the
isswer’s Gialf amd will not be a purchaser of the refunding bonds at 2

negotiated sale.*

()

The contract shall also reflect the obligations of the parties for

the contingency of a sale not consumaated as planned.

&)

Significant Savings Tests. Equating or surpassing any one of

the three following tests indicates that the present value savings purpose, as required
by subsection (1)(c) of this rule, has been met;

()
(b)
(c)
(A)

(B)

Present value savings of $5§ million or more; or
A savings ratio of three percent or more; or
An annual "tax rate impact” of $.15 per $1,000 or more:

Savings Ratio is the Net Total Present Value Savings divided
by the Par value of the refunding bonds, expressed as a
percent;

Tax Rate Impact. This test is intended to reflect the potential
favorable impact on the taxpayer of small jurisdictions. It is
not intended as a precise calculation of the real tax rate
impact, but rather using readily available figures, will
approximate that tax rate impact. It is calculated as follows:

(i) Annual savings estimate =

Net Present Value Savings
Number of Maturities of Advance Refunding Issue

(ii) Tax Rate Impact =

@

Annual Savings Estimate
Issuer Assessed Valuation/1000

State Treasurer Approval Procedure;
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() Preliminary Approval. Items in subsections (a) through (j) of
this rule are initial components of an advance refunding plan and must be received
prior to preliminary approval. If approved the Oregon State Treasury will notify
the issuer of its preliminary approval and state its intention to issue a final approval
conditional upon:

(A)  Receipt and approval of items in subsections (1)(k) through
(@) of this rule;

(B) The TIC of the sale and the Significant Savings are within the
parameters set forth in paragraph (1)(¢)(G) and section (3) of this rule respectively,
if the refunding is being done to provide a present value savings.

(b) If the issuer does not receive preliminary approval, or denial,
within 30 business days of receipt of items listed in subsections (1)(a) through (j) of
this rule at the Oregon State Treasury, preliminary approval shall be considered
to have been given and the issuer may proceed. However, the issuer may not
proceed without preliminary approval prior to 30 business days from receipt of items
listed in subsections (1)(a) through (j) of this rule at the Oregon State Treasury.
Plans should be submitted sufficiently in advance to allow 30 days review;

(© Final Approval. Items in subsections (1)(a) through (q) of this
rule are the final components of an advance refunding plan and must be received
prior to final approval.

S) Administrative Expenses:

(a) To reimburse the Oregon State Treasury for administrative
expenses incurred in reviewing proposals, a fee will be charged as authorized in ORS
288.620(3);

() When necessary to review complex proposals, the State
Treasurer may consult recognized experts at the expense of the issuer.

6 Ongoing Evaluation. The State Treasurer intends to evaluate
the statewide impact of advance refunding through a benchmarking process.
Current bond interest rates are compiled into an "Ovegon Bond Index®, similar to
the Bond Buyer national index. Adverse trends associated with advance refunding
bond sales may result in a review and revision of the savings tests, thereby
diminishing any undesirable impact upon the higher priority "new money" bond
issues.

()] Walver of Certain Provisions. The State Treasurer may waive
certain provisions of this rule to accommodate vnusual circumstances.

@® If the State Treasurer finds that the advance refunding plan
is not substantial compliance with ORS 288,605 to 288.695 and this Administrative
Rule, the plan shall not be approved. Written notice that the plan does not comply,
and the reasons for this finding shall be sent to the issuer and its bond counsel.

9 Submit Advance Refunding Plans to;: Oregon State Treasury,
Debt Management Division, 159 State Capitol, Salem, Oregon 97310.
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Procedure for Determination of Waiver of Advance Refunding Requirements

OAR 170-€2-1080 (1) Requests to the State Treasurer for a hearing
in the matter of a waiver of the conditions and requirements of ORS 288.638 shall
be submitted at least 30 business days prior to any proposed bond sale date.

2) The "Request to the State Treasurer for Waiver of ORS
288.635" shall indicate:

(a) The name and address of the municipality for which the
Request is made;

() The name, address and telephone number of the individuai
submitting the Request;

(c) A signed copy of the resolution/ordinance approved by the
governing body, authorizing submission: of 8 Waiver Request and Advance
Refunding Plan to the State Treasurer;

(d) A brief narrative statement of the reason(s) a waiver is
requested;

(e A narrative statement of the purpose(s) of the advance
refunding;

4] Calculation of the present value savings ratio of the issue
assuming compiiance with ORS 288.635. Calculation of the present value
savings ratio of the issue assuming a waiver of ORS 288.635 Is granted.

3) After receipt of all of the components of the waiver request
anticipated by section (2) hereof and in the manner described by section (1) of this
rule, the State Treasurer (or designee) shall hold a hearing to consider any waiver
request(s) as quickly as is practicabie per ORS 288.637(2). Waiver requests may be
granted based upon a municipality's showing, to the satisfaction of the State
Treasurer, that the request, if granted, would significantly further the policies stated
in ORS 288.610 and 288.615; and:

(a) A present value savings ratio of 3% or greater; or

(b) Benefits would also be deemed as exceeding costs upon a
declaration of financial exigency as determined by the issuing entity's
governing body and evidenced to the State Treasurer through Debt Service
Cash Flow Projections made by quaiified financial analysts; or

(c) Removal of a significant onerous covenant.

C)) An Advance Refunding Pian shall be submitted in compliance
with ORS 248.605 to 288.690 and the State Treasurer's guidelines and rules.

5) The State Treasurer's costs in conducting the Waiver Hearing
shall be borne by the municipalities requesting said waiver.

6 The State Treasurer shall issue a written decision on the
Waiver Request within seven (7) business days following the Waiver Hearing.
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(A)
Semi~Annual
Outstanding

Period Requirement
or Year Refunded

1
n

Total PVS*

(B)
Proposed
Advance
Refunding

TABLE 1
(OAR 170-62-000)

PRESENT VALUE SAVINGS TABLE

© (D)
Projected
Nominal Present Value
Savings Factor (PVF)

*Formula:(A)~(B)=(C)*=(E) Sum(El.En)=Total PVS

Less:
Cash Added

o

Expenses not paid from refunding issue proceeds _

Equals: Total Net Projected/Actual Present Value Savings:
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's Debt

Nonstandard and Conditionally Standard School Districts

OAR 581-23-060 State Superintendent's Approval of Bonded Debt for Nonstandard and
Conditionally Standard School Districts.

The State Superintendent of Public Instruction shall approve additional bonded indebtedness for
a nonstandard or conditionally standard school district as described ta ORS 328.205 when: (1) The
purpose of the revenues is listed under ORS 328.280(1) and is included in the district's plan to
correct the deficiencies causing the nonstandard or conditionally standard status; or

(2) The district demonstrates that in contracting for bonded indebtedness it will not impair or
delay its efforts in becoming a standard district.
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Oregon Department of Eduction Office of School Improvement
700 Pringle Parkway SE School Standardization
Salem, OR 97310-0290

Date:

APPLICATION FOR APPROVAL OF PROPOSED CONTRACT OF BONDED INDEBTEDNESS

School District

Name Number County/ESD

Rated as: Standard Conditionally Standard
From to Date

Non-Standard

requests the approval of the Superintendent of Public Instruction for a
proposed bonded indebtedness.

The f~)lowing information will provide evidence of need for a contract of
indebtedness:

1. Bonding Limit $

2. Bonds Outstanding

3. Proposed Bond Issue

4. *Purposes for which funds to be provided in this issve will be used:

*This information is required only for "Conditionally Standard" or
"Mon-Standard" districts.

Signature, Chairman of School Board

APPROVED: YES NO

DATE

Signature, Superintendent of Public Instruction

Form 581-5215 (Revised 10/90)
Replaces forms 581-5215, 521§ and 5217 [ 5:3
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